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Documents filed with the HKSE and the Registrar of Companies in Hong. Kﬁoiigr-(jg ,i
connection with the registration of the Prospectus v

The Prospectus.
White, Yellow and Green Application Forms.

The written consents from Citigroup Global markets Asia Limited, CITIC Securities
Corporate Finance (HK) Ltd. and Macquarie Capital Securities Ltd. (formerly known as
Macquarie Securities Ltd.), as the Joint Global Sponsor, Ermnst & Young, as the Company’s
reporting accountants, Jones Lang LaSalle Sallmanns Limited (formerly known as Sallmanns
(Far East) Limited), as the Company’s property valuer and Beijing Deheng Law Office, as the
Company’s legal advisers on PRC law with respect to, inter alia, the inclusion of their reports
and/or letters and/or valuation certificates in the Prospectus.

The certificate given by Bowne & Co., Inc. as to the accuracy of the Chinese translation of the
Prospectus and the White, Yellow and Green Application Forms and the centificate given by
Citigroup Global markets Asia Limited, CITIC Securities Corporate Finance (HK) Ltd. and
Macquarie Capital Securities Ltd. as to the competency of the Chinese translator in relation to
the Chinese translation of the Prospectus and the White, Yellow and Green Application Forms.

The certificate of authorisation for registration issued by the HKSE pursuant to Section
342C(5) of the Companics Ordinance.

Copies of the following material contracts

a restructuring agreement between the Company and CRCCG dated 5 November 2007,
a non-competition agreement between the Company and CRCCG dated 5 November 2007;

a corporate investor agreement between the Company, Baytree Investments (Mauritius) Pte
Ltd and the Joint Global Coordinators dated 22 February 2008;

a corporate investor agreement between the Company, Bokon Investment Limited, Shau Kee
Financial Enterprises Limited and the Joint Global Coordinators dated 22 February 2008;

a corporate investor agreement between the Company, China Life Insurance Company
Limited and the Joint Global Coordinators dated 21 February 2008;

a corporate investor agreement between the Company, Chow Tai Fook Nominee Limited and
the Joint Global Coordinators dated 21 February 2008;

a corporate investor agreement between the Company, Fulland Enterprises Corp, Bank of
China Group Investment Limited and the Joint Global Coordinators dated 21 February 2008;

a corporate investor agreement between the Company, Gaoling Yali Feeder Litd., Yale
University and the Joint Global Coordinators dated 22 February 2008;
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A6(a)

The restructuring agreement dated 5 November 2007 was entered into between CRCCG and
the Company relating to the restructuring of the Company (the “Restructuring Agreement”).

Pursuant to the Restructuring Agreement, CRCCG transferred to the Company as capital
injection substantially all of the assets, liabilities and interests of its construction operations,
survey, design and consultancy operations, manufacturing operations, real estate
development, capital investment and logistics operations in return for the issuance of
8,000,000,000 domestic shares by the Company.

A6(b)

The non-competition agreement dated 5 November 2007 was entered between CRCCG and
the Company (the Non-Competition Agreement) pursuant to which CRCCG has undertaken
to the Company that, for so long as such agreement remains effective, it shall: (i) during the
term of the Non-Competition Agreement, not compete with us, directly or indirectly, whether
on its own or jointly with other entities in any activities or businesses which competes with
the Company’s core businesses, whether inside or outside the PRC; and (ii) procure that any
other company in which CRCCG is a controlling shareholder will not compete with the
Company; and (iii) not participate, whether directly or indirectly, in the management and
operation of any new BOT, BOO, BT or PPP projects and not bid for any new BOT, BOO,
BT or PPP projects.

CRCCG has also granted the Company: (i) an option to purchase any of the Retained
Operations, subject to any relevant laws and applicable listing rules and existing joint venture
parties’ pre-emptive rights (if any); and (ii) pre-emptive rights to purchase any of the
Retained Operations on terms no less favorable than those of third parties, if CRCCG or any
of its associates intends to transfer, sell, lease or license such interests to any third party.
Upon the exercise of such option or pre-emptive right, CRCCG shall transfer such interest to
the Company.
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IMPORTANT

I If you are in any doubt about any of the contents of this Prospectus, you should obtain independent professional advice. l
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(A joint stoek limited company incorporated in the People's Republic of China with limited liability)

GLOBAL OFFERING

Number of Offer Shares under the 1,706,000,000 H Shares (subject to adjustment and the Over-allotment Option)
Global Offering:

Number of Hong Kong Public Offer 170,600,00¢ H Shares (subject to adjustment)

Shares:

Number of International Offer Shares: 1,535,400,000 H Shares (subject to adjustment and the Over-allotment Option}
Maximum Offer Price: HK$10.70 per Hong Kong Public Offer Share (payable in full on application and

subject to refund, plus brokerage of 1%, SFC transaction levy of 0.004% and
Hong Kong Stock Exchange trading fee of 0.005%)

Nominal Value: RMB1.00 per H Share
Stock Code: 1186

Joint Global Coordinators, Joint Bookrunners, Joint Lead Manoagers and Joint Sponsors
{in alphabetical order)

o — i CQUARIE
C] {EU CITI(HF E i % @ = A

MAC OUARTE

The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility for the contents of this
Prospectus, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from
or in reliance upon the whole or any part of the contents of this Prospectus.

A copy of this Prospectus, having attached thereto the documents specified in “Appendix X — Documents Delivered to the Registrar of
Companics and Available for Inspection™, has been registered by the Registrar of Companies in Hong Kong as required by Section 342C of the
Companics Ordinance (Chapter 32 of the Laws of Hong Kong). The Sccurities and Futures Commission and the Registrar of Companies in Hong Kong
take no responsibility for the contents of this Prospectus or any other document referred to above,

The Offer Price is expected to be fixed by agreement among the Joint Global Coordinaters {on behalf of the Hong Kong Underwriters) and us on
the Price Determination Date, The Price Determination Date is expected to be on or about 6 March 2008 and, in any event, not later than 11 March
2008. The Offer Price will be not more than HK$10.70 and is currently expected to be not less than HK$9.93. The Joint Global Coordinators (on behalf
of the Underwriters, and with our consent) may reduce the indicative Offer Price range and/or the number of Offer Shares being offered under the
Global Offering below that stated in this Prospectus at any time prior to the morning of the last day for lodging applications under the Hong Kaong Public
Offering. Further details are set out in “Structure of the Global Offering” and “How to Apply for Hong Kong Public Offer Shares”,

If, for whatever reason, we and the Joint Global Coordinators (on behalf of the Underwriters) are not able to agree on the Offer Price, the Global
Offering (including the Hong Kong Public Offering) will not proceed and will lapse.

The abligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement to subscribe for, and to procure applicants for
the subscription for, Hong Kong Public Offer Shares are subject to termination by the Joint Global Coordinators (for themselves and on behalf of the
Hong Kong Underwriters) if certain grounds arise at or prior 1o 8:00 a.m. on the day that trading in the H Shares commences on the Hong Kong Stock
cflixchlangc. Such grounds are set out in the section headed “Underwriting” in this Prospectus. It is important that you refer to that section for further

etails,

We are incorporated, and substantially all of our businesses are located, in the PRC. Potential investors should be aware of the differences in the
legal, economic and financial systems between the PRC and Hong Kong, and the fact that there are different risks associated with investment in PRC-
incorporated businesses. Potential investors should also be aware that the regulatory framework in the PRC is different from the regulatory framework in
Hong Kong, and should take into consideration the different market nature of the H Shares. Such differences and risks are set out in the sections headed
“Risk Factors”, “Appendix VII — Summary of Principal Legal and Regulatory Provisions” and “Appendix VIII — Summary of Articles of
Association” in this Prospectus.

29 February 2008
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EXPECTED TIMETABLEW

Application lists open'™® .. 11:45 a.m. on Wednesday, 5 March 2008
Latest time to lodge WHITE and YELLOW
Application Forms . ........ ... ..o i i 12:00 noon on Wednesday, 5 March 2008

Latest time to complete ¢lectronic applications
under White Form eIPO service through the
designated website, www.eipo.comhk™ ... 11:30 a.m. on Wednesday, 5 March 2008

Latest time to complete payment of White Form
eIPO applications by effecting internet banking

transfer(s) or PPS payment transfer(s) ................... 12:00 noon on Wednesday, 5 March 2008
Latest time to give electronic application

instructions to HKSCCY ... . ... ... .. ... 12:00 noon on Wednesday, 5 March 2008
Application lists close . ......... ... .. .. . 12:00 noon on Wednesday, 5 March 2008
Expected Price Determination Date ............... ... ... ... L. Thursday, 6 March 2008
Announcement of Offer Price . ... ... .. i Friday, 7 March 2008

Announcement of

« the level of applications in the Hong Kong
Public Offering

« the level of indications of interest in the
International Offering

= the basis of allotment of the Hong Kong
Public Offer Shares 1o be published in the
South China Morning Post {(in English) and
the Hong Kong Economic Times (in
Chinese) on or before™ ... ... . e Wednesday, 12 March 2008

Announcement of resvlts of allotment in Hong
Kong Public Offering (with successful
applicants’ identification document numbers,
where applicable) to be available through a
variety of channels, including the website of the
Hong Kong Stock Exchange, as described in the
section headed “How to Apply for Hong Kong
Public Offer Shares — 10. Result of Allocation
and 11. Dispatch/Collection of H Share

Certificates and Refunds of Application Monies ....................... Wednesday, 12 March 2008
Despatch of H Share certificates and refund
cheques on or before™® ™M . Wednesday, 12 March 2008

Dealings in H Shares on the Hong Kong Stock
Exchange expected to commence on. ............ .. ... iiiiiiiiiiiea Thursday, 13 March 2008

(1)  All times refer to Hong Kong local time, except as otherwise stated. Details of the structure of the Global Offering, including its
conditions, are set out in “Structure of the Glebal Offering™.

(2}  If there is a “black™ rainstorm warning or a tropical cyclone warning signal number 8 or above in force at any time between
9:00 a.m. and 12:00 noon on Wednesday, 5 March, 2008, the application lists will not open on that day. Further information is set
out in “How to Apply for Hong Kong Public Offer Shares — 7. When may apptications be made — (¢) Effects of Bad Weather
Conditiens on the Opening of the Application Lists™.

(3}  Applicants who apply for Hong Kong Public Offer Shares by giving electronic applicatien instructions to HKSCC should refer to
“How to Apply for Hong Kong Public Offer Shares — 6. Applying by Giving Electronic Application Instructions to HKSCC”,

(4)  You will not be permitted to submit your application through the designated website at www.eipo.com.hk after 11:30 a.m. on the
last day for submitting applications. If you have already submitted your application and obtained an application reference number
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(5)
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from the designated website prior to 11:30 a.m.. you will be permitted to centinue the application process (by completing payment
of application monies) until 12:00 noon on the last day for submitting applications, when the application lists close.

H Share certificates will only become valid certificates of title provided that the Hong Kong Public Offering has become
unconditional in all respects and neither of the Underwriting Agreements has been terminated in accordance with its terms.
Investors who trade H Shares on the basis of publicly available allocation details priot to the receipt of their H Share certificates or
prior to the H Share certificates becoming valid certificates of title do so entirely at their own risk.

Applicants who apply for 1,000,000 or more Hong Kong Public Offer Shares and have indicated in their Application Forms that
they wish to collect H share centificates (if applicable) and refund cheques (if applicable} in person may do so from our H Share
registrar, Computershare Hong Kong Investor Services Limited, at Shops 1712-1716, 17/F, Hopewell Centre, 183 Queen’s Road
East, Wanchai, Hong Kong from 9:00 a.m. to 1:00 p.m. on Wednesday, 12 March 2008 or any other date notified by our Company
in the newspapers as the date of despatch of H share certificates/refund cheques. Applicants being individuals who opt for personal
collection must not authorize any other person to make their collection on their behalf. Applicants being corporations who opt for
personal collection must attend by sending their authorized representatives cach bearing a letter of authorization from his
corporation stamped with the corporation’s chop. Both individuals and authorized representatives (if applicable) must produce, at
the time of collection, evidence of identity acceptable to our H Share registrar. Uncollected H share certificates and refund
cheques will be despatched by ordinary post to the addressees specified in the relevant Application Forms at the applicants’ own
risk. Further information is set out in “How to Apply for Hong Kong Public Offer Shares™.

Refund cheques will be issued in respect of wholly or partially unsuccessful applications and also in respect of successful
applications in the event that the Offer Price is less than the initial price per Hong Kong Public Offer Share payable on application.
Part of your Hong Kong Identity Card number/ passport number, or, if you are joint applicants, part of the Hong Kang Identity
Card number/passport number of the first-named applicant, provided by you may be printed on your refund cheque, if any. Such
data would also be transferred 1o a third party to facilitate your refund. Your banker may require verification of your Hong Kong
Identity Card number/passport number before encashment of your refund cheque. Inaccurate completion of your Hong Kong
Identity Card number/passport number may lead to detay in encashment of your refund cheque or may invalidate your refund
cheque.

You should read carefully the sections headed “Underwriting”, “How to Apply for Hong Kong Public Offer Shares”. and

“Structure of the Global Offering”, for details relating to the structure of the Global Offering, how to apply for Hong Kong Public Offer

Shares and the expected timetable, including, among other things, conditions, effect of bad weather and the despatch of refund cheques

and H share certificates.
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SUMMARY

This summary aims to give you an overview of the information contained in this Prospectus. As this
is a summary, it does not contain all the information that may be important to yon, You should read this
Prospectus in ils entirety before you decide to invest in the Hong Kong Public Offer Shares.

There are risks associated with any investment, Some of the particular risks in investing in the
H Shares are set out in “Risk Factors”. You should read that section carefully before you decide to invest
in the H Shaves.

BUSINESS OVERVIEW

We are one of the ultra-large integrated construction enterprises in the world. In 2007, we were listed
among the Fortune Global 500 companies, ranking 384th in terms of total revenue. In the same year, we also
ranked sixth out of the Fop 225 Global Contractors in terms of total revenue from 2006 construction
operations according to ENR magazine and 15th out of the Top 500 Chinese Enterprises elected by the
Chinese Enterprise Confederation and the China Enterprise Directors Association in terms of total revenue.

Qur businesses are divided into four major segments, namely: (i) construction operations; (ii) survey,
design and consultancy operations; (iii) manufacturing operations; and (iv) other businesses, including real
estate development and the provision of logistics services that relate to our main businesses. In addition, we
generate revenue from our capital investment operations, which involve investments in certain BT, BOT and
BOO projects.

Construction Operations

Our construction operations, primarily focusing on infrastructure construction, constitute our core
business and cover nearly all types of construction projects, in¢luding railway, highway, metropolitan railway,
water conservancy and hydropower facility, airport, port, industrial and civil construction and municipal
projects. We are one of the largest providers of railway construction services in China. We have participated in
the construction of almost all railway lines in China constructed after 1949 and have independently
constructed approximately 34,000 km of railways, which account for the majority of China’s railway lines
constructed since 1949, We are the largest provider of highway construction services in China, with a focus on
the construction of freeways as well as bridges and tunnels as part of our highway construction projects, and we
have constructed more than 100 freeways and highways with a total length of approximately 22,600 km.
Moreover, we are a leading provider of construction services in terms of revenue in the domestic market for
bridges and tunnels, and have completed various bridge, tunnel and underground construction projects that
meet international standards. We are also a leader in the construction of metropolitan railways, having
participated or are currently participating in the survey, design and construction of metropolitan railway
projects in all cittes throughout China with such projects. As of 30 November 2007, we had provided
construction services in 31 provinces, autonomous regions and municipalities in China, Hong Kong, Macau
and more than 60 countries and territories around the world. The largest customers of our domestic
construction operations are primarily business entities, such as project companies, set up and managed by
central and local governments. The largest customers of our overseas construction operations are primarily
governmental and semi-official entities, We have completed 287 overseas projects and are currently engaged
to provide construction services for 137 overseas projects located in 27 different countries and territories.
Major overseas projects completed by us include the Hong Kong West Rail, the rehabilitation of the Nigeria
Railway Systems, the Macau Parliament Building, the East Wing of the Venetian Casino in Macau and the
Tanzania-Zambia Railway Project. Significant overseas projects in which we were engaged as of the Latest
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Practicable Date include the Algerian East-West Expressway Project, Nigeria’s Lagos-Kano Railway
Modernization Project, the Saudi Arabia North-South Railway Line CTW200 Section, the Israel Camel
Tunnel and the Turkey Ankara-Istanbul Railway Reconstruction Project. Although we generated insignificant
revenue from overseas projects during the Track Record Period, which represented only 1.6%, 2.0%, 2.3% and
3.4% of our total revenue generated from construction operations for the years ended 31 December 2004, 2005,
2006 and eleven months ended 30 November 2007, respectively, based on the substantial amount of the new
contract value and backlog for the eleven months ended 30 November 2007, which represented 39.8% and
40.0% of our total new contract value and backlog of the construction operations for the same period,
respectively, we expect that the revenue from our overseas construction projects will increase in the coming
years and constitute a larger part of our total revenue from construction operations, }

Survey, Design and Consultancy Operations

We are a leading provider of survey, design and consultancy services in terms of revenue to the
domestic infrastructure construction industry. We focus our survey, design and consultancy business mainly on
the infrastructure construction of railways, bridges, tunnels, metropolitan railways, freeways, municipal
projects, industrial and civil buildings, airports and ports. As of 30 November 2007, we had provided survey,
design and consultancy services for 117 major construction projects at the national or provincial level as well as
survey and design services for 12 of the 17 passenger railways currently under construction in China. We are
highly competitive in the survey, design and consultancy industry in China, and two of the only four large-
scale railway survey and design institutes servicing China’s railway systems are our subsidiaries, while the
other two are owned by the MOR and another domestic company, respectively. We held 61 government-
issued certificates relating to our survey, design and consultancy operations as of 30 November 2007, and have
assisted the MOR in setting over 40 industry standards currently in effect in China through our survey and
design institutes. We possess comprehensive technologies for the survey and design of railways, including
those situated on high plateaus and in mountainous regions, permafrost zones and deserts, as well as
sophisticated technologies for electrified railway lines, passenger railway lines, underwater construction, long
tunnels, wireless train dispatching and scheduling systems and large interchange traffic construction. Our
survey and design technologies are among the most advanced in China and are considered advanced by
international standards, and we have received over 430 awards for our survey, design and consultancy work
since 1982. Qur survey, design and consultancy operations extend throughout China and a number of overseas
countries and territories. Major customers of our survey, design and consultancy operations include
government agencies and business entities set up and managed by central and local governments, such as
construction project companies. In 2007, we were ranked 69th out of the Top 150 Global Design Firms in
terms of revenue for design services performed during 2006 according to ENR magazine.

Manufacturing Operations

We are the second largest manufacturer of large track maintenance machinery in the world in terms of
annual production volume. As of the Latest Practicable Date, we were the largest company in both China and
Asia engaging in the research and development, manufacturing, sales, maintenance and repair of large track
maintenance machinery, occupying more than 80% of the domestic market share for large track maintenance
machinery.

We participated in the recent development of the large track maintenance machinery industry in
China, having imported leading technologies for the manufacturing of large track maintenance machinery and,
within two years, successfully manufactured our proprietary machinery domestically by utilizing our strong
research and development capabilities. Qur state-of-the-art track maintenance machinery products promoted
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the significant upgrades from manual to automatic railway maintenance practices in China, as well as the
successful increases in maximum train speeds on the China’s railway networks on numerous occasions. In
addition, we recently entered the high-speed railway track components markel, an emerging market in China,
and have been appointed by the MOR as one of only two designated manufacturers of high-speed railway
switches in China. We successfully developed and produced a line of components manufactured specifically
for China’s high-speed railways, such as high-speed railway switches and rail fasteners. Major customers of
our manufacturing operations include large enterprises, such as state-owned railway operators, construction
companies, local railway companies, subway companies and mining companies with railway facilities.

Other Businesses

In addition to the foregoing operations, we have developed various businesses that relate to our
construction and design operations and demonstrate potential for growth, such as businesses involving real
cstate development and logistics. We are also engaged in capital investment operations. Although contribution
from our real estate development, logistics and capital investment operations was insignificant to our overall
operations in terms of revenue and profit during the Track Record Period, we believe that these new businesses
will not only promote our main operations because of their synergies with and utilization of our well-
established expertise, but may also become our significant businesses in the future because of their tendency to
have higher profit margins compared to our other operations.

As an important and profitable growth area, our real estate development business is a major focus of
our business growth strategy. We plan to consolidate our resources and increase our capital and land reserves
through various means to promote our real estate development business. We focus on the development of
residential buildings as our main business, and the development of commercial properties, such as shopping
malls and office buildings, as ancillary businesses primarily intended for sale to the public. We principally
carry out real estate development in economically developed cities with a focus on municipalities, such as
Beijing, and provincial capitals. As of 31 December, 2007, we had 21 on-going real estate development
projects which occupy an aggregate site area of approximately 2.3 million m® an expected GFA of
approximately 5.4 miltion m* and an unsold GFA of approximately 4.9 million m?. As of 31 December 2007,
our major real estate development projects were expected to be completed within the next three to four years,
Our subsidiary, China Railway Real Estate Co., Ltd. has also successfully established the brand “Zhong Tie
Di Chan” (“F#EHLE"), which was ranked one of the Top 10 real estate brands in Beijing in terms of
influence in 2007. Our logistics operations include the transportation of railway materials, storage of
construction equipment and materials and trading of construction materials. We have enhanced the
competitiveness of our modern logistics operations and trading operations through the expansion of our
business scale and development of our business strategic partnerships. China Railway Goods and Materials
Co., Ltd., our subsidiary specializing in logistic operations, was ranked the largest railway construction logistic
service provider in China and the second largest railway materials supplier in the world. It has also been
ranked 20th among the 50 most competitive logistic enterprises in China in 2006. Our capital investment
operations involve investments in certain BT, BOT and BOO projects, which are usually implemented
according to customers’ requests and are fully or partially financed by contractors. We believe that
infrastructure construction projects completed on a BT, BOT, BOO and PPP basis will be increasingly
common in China, and therefore intend to expand our capital investment operations by increasing our
involvement in BT, BOO, BOT or PPP projects in relation to our construction operations and increasing our
relevant operating capacities.
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Notable Achievements

We possess leading technologies relating to infrastructure construction and design and have made

notable achievements in recent years. For example:

We undertook ail the survey and design work for Phase 1 and Phase IT of the Qinghai-Tibet
Railway Line and were solely responsible for the construction of 71.1%, or approximately
1,406 km of both phases of the Qinghai-Tibet Railway Line, including all construction beyond
4,900 m above sea level and the majority of the difficult railway lines beyond 4,600 m above sea
level of Phase II of the railway, as well as the sections of the railway crossing the Tanggula and
Kunlun mountains. We overcame three significant challenges presenied by permafrost, low
oxygen levels due to high altitudes and the fragile ecology of the Qinghai-Tibet Plateau. The
Qinghai-Tibet Railway Line was completed in 2006,

We are currently the only company in China possessing proprietary knowledge of high-precision
maglev track beam manufacturing technology, and we participated in the construction of the
world’s first commercially operated high-speed maglev line, the Shanghai Maglev Demonstration
Line, which recorded maglev train speeds of up to 432 km/h.

We participated in the construction of the Qinhuangdao-Shenyang Passenger Railway Line,
including the testing section, which recorded train speeds of up to 321 km/h during trial
operations. The project was completed in 2002.

We designed and constructed the Wushaoling Tunnel, which was the longest tunnel in Asia at the
time of its completion in 2006.

We participated in the construction of Asia’s longest pipeline, the East-West Gas Pipeline, and
completed construction of the section of the pipeline that crosses over the Yellow River at
Zhengzhou at the end of 2004,

We are currently constructing the Nanjing Yangtze River Tunnel utilizing shield tunneling
machines. This is the longest tunnel with the widest shield diameter crossing the Yangtze River.

We are also undertaking the majority of the survey and design work for the Beijing-Shanghai
High-Speed Railway Project, which is expected to commence construction soon. As of the Latest
Practicable Date, we were independently awarded two sections of the Beijing-Shanghai High-
Speed Railway Project with a construction contract vafue of RMB33.7 billion. In addition, we
were awarded another section of this project with a construction contract value of
RMBI14.3 billion through a consortium entered into with China Hydraulic and Hydroelectric
Construction Group Corporation, and our share in the total construction contract value is
expected to be over RMBS.2 billion. As a result, we expect to be awarded over RMB38.9 billion,
or over 46.5%, of the total contract value for Beijing-Shanghai High-Speed Railway Project. Of
the four companies awarded contracts for this project, we were awarded the highest proportion of
this project in terms of contract value.

In 2006, we completed the construction of over 1,038.5 km and 1,076.0 km of bridges and tunnels,
respectively.

For the years ended 31 December 2004, 2005 and 2006 and the eleven months ended 30 November
2007, our new contract value amounted to approximately RMB144,539.8 million, RMB193,044.2 million,
RMB202,341.4 million and RMB232,928.7 million, respectively. For the years ended 31 December 2004,
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2005 and 2006 and the eleven months ended 30 November 2006 and 2007, our total revenue was
RMB36,187.5 million, RMBI110,794.7 million, RMB153,609.0 million, RMBI138,283.7 million and
RMBI146,667.0 million, respectively, while our net profit was RMBI192.6 million, RMB5259 million,
RMB1,502.0 million, RMB1,233.4 million and RMB2,005.5 million, tespectively.

RECENT DEVELOPMENT

In February 2008, we won contracts to participate in the construction of the Libya Seaside Railway
Line and the Libya North-Scuth Railway Line. The total contract value is approximately U.5.$2.6 billion.
The Khoms — Sirt section of the Libya Seaside Railway Line will be the main west-east railway line of Libya
and serve cargo and passenger transportation. The Alhishe-Sabha section of the Libya North-South Railway
will mainly serve the transportation of iron ores from Sabha area to the northern shore city, Misratah, as well
as to facilitate north-south passenger transportation, Both projects will commence in June 2008 and are
expected to be completed within four years from the date of commencement.

OUR COMPETITIVE STRENGTHS

P Ags one of China’s largest integrated construction companies primarily focusing on infrastructure
construction, and with our long operating history, comprehensive range of qualifications,
extensive experience and strong capabilities, we have the potential for continued growth and are
well-positioned to take advantage of business opportunities in both domestic and international
markets,

P We possess a solid foundation for continued growth of our core operations as a result of our
numerous core technologies in each of our business operations, ability to develop proprietary
technologies and use of sophisticated equipment.

»  With our extensive experience in the overseas construction business and notable
accomplishments in the industry, we are currently the largest, fastest-growing Chinese
construction contractor in the overseas infrastructure construction market,

P> We are a leading and highly proficient provider of survey, design and consultancy services for
major infrastructure construction projects, and have made notable achievements in the domestic
industry.

P Leveraging our strong financing, survey, design and technological capabilities, we have developed
our real estate development business in major cities across China and have established our well-
recognized brand name, “Zhong Tie Di Chan”, in the market.

»  We are the largest large track maintenance machinery manufacturer in Asia and the second
targest in the world. Moreover, the strategic location of our manufacturing facilities and
utilization of advanced technologies have enhanced our competitiveness in the high-speed railway
track compenents market,

P We are the largest railway construction logistic service provider in China and the second largest
railway material supplier in the world, possessing an expansive logistics network and a high
potential for growth in this business.

»  OQOur experienced and knowiedgeable management team and highly-skilled workforce have
established “CRCC"” as a widely-recognized brand name, ¢ffectively maintained our corporate
culture and ensured the continued growth of our businesses.
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OUR BUSINESS STRATEGIES

»  Continue to enhance our leading position and increase our market share in China’s construction
industry.

P Develop our overseas business and continue to expand the global footprint and scale of our
overseas operations.

»  Realign our corporate focus and become a fully-integrated company while developing new
businesses with high return.

»  Enhance our research and development efforts to further enhance our core competitiveness.

»  Implement innovative management strategies, improve management efficiency and reduce costs
to maintain cost-effective operations and optimize our overall profitability.

>  Further develop our outstanding corporate culture, promote the “CRCC” brand name and
strengthen our reputation for excellence.

SELECTED HISTORICAL CONSOLIDATED FINANCIAL INFORMATION AND OPERATING
DATA

Selected Historical Consolidated Financial Information

The following tables present our selected historical consolidated financial information for the Track
Record Period. The selected summary consolidated income statement information, segment financial
information and cash flow information and other financial information for the years ended 31 December 2004,
2005 and 2006 and the eleven months ended 30 November 2006 and 2007, and the selected summary
consolidated balance sheet information as of 31 December 2004, 2005 and 2006 and 30 November 2007 are
derived from, and should be read in conjunction with, the consolidated financial information set forth in
“Appendix I — Accountants’ Report” in this Prospectus.

Prior to the Restructuring, our business operations were conducted by the companies wholly-owned or
controlled by CRCCG, a State-owned enterprise wholly-owned and managed by SASAC. Before our A Share
Listing and our H Share Listing, CRCCG was our sole promoter. Since CRCCG controlled the business
operations and the retated assets that were transferred to us pursuant to the Restructuring, and continues to
control us after the Restructuring, our historical consolidated financial information has been prepared as a
combination of businesses under common control in a manner similar to a pooling-of-interests. Accordingly,
the assets and liabilities transferred to us have been stated at historical carrying amounts. In addition, the
historical consolidated financial information presented below for each of the year in the three years ended
31 December 2006 as well as each eleven-month period ended 30 November 2006 and 2007 also reflect the
financial position and results of operations of certain of the businesses and assets historically associated with
the Predecessor Operations retained by CRCCG as part of the Restructuring. In connection with the
Restructuring, the Retained Business include: (i) certain buildings and prepaid land lease payments that do
not have perfected titles and ownership certificates, which were historically associated with the Predecessor
Operations; (ii) supplementary defined benefits of retirees; (iii) equity interests in certain companies not
strategically complementary to our businesses; (iv) equity interests in the project companies of certain
retained BOT projects; and (v) ancillary businesses including hospitals and nurseries. Although certain of
such businesses and assets retained by CRCCG were not transferred to us, they have been included in the
historical consolidated financial information according to the details set out in the agreement for the
Restructuring entered into by the Company with CRCCG because they were an integral part of, or historically
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associated with, the assets, liabilities and interests of the Predecessor Operations. Accordingly, the financial
information included in this section may not necessarily reflect what our results of operations, financial
position and cash flows would have been had we been a separate and stand-alone entity during the pertods
presented below. For selected historical financial information relating to certain assets and liabilities retained
by CRCCG historically associated with the Predecessor Operations, see Note 2 in the Accountants” Report
included as Appendix 1 to this Prospectus.

The selected historical consolidated financial data should be read in conjunction with our consolidated
financial information set forth in the Accountants’ Report included as Appendix 1 to this Prospectus and
included elsewhere in this Prospectus.

Eleven months ended

Year ended 31 December 30 November
2004 2005 2006 2006 2007
(audited) (audited) (audited) {unaudited) (audited)
(RMB million)

Selected consolidated income statement

information
IFRS
Revenue .......................0viin. 86,187.5  110,794.7 153,609.0 138,283.7 1466770
Costofsales ........................... {79,802.6) (102,869.8) (144,013.0) (129,682.1) (136,934.5)
Grossprofit..... ... ... i, 6,384.9 79249 9,596.0 8,601.5 9,732.5
Other income and gains, net.............. 125.2 202.8 185.9 133.1 54971
Selling and distribution costs ............. {760.9) (926.9) {893.1) (812.1) {582.5)
Administrative expenses ................. (4,661.2)  (5,251.7)  (6,002.1) (5,458.5)  (5,5299)
Otherexpenses . .........ooiiieiiinn... (630.6) (674.2) (448.3) (420.2) {228.3)
Profit from operations ................... 4574 1,274.9 2,438.3 2,043.9 3941.6
Finance revenue ........................ 280.7 334.0 546.6 4937 5378
Finance costs ............. ... .ciiunn. (416.2) (782.8) (909.3) (826.7)  (1,077.5)
Share of profits and losses of:

Jointly-controlled entities .............. 49.6 34 25.5 23.0 12.9

ASSOCIAtES . ... e 0.4 251 (2.9) (0.9 2.3
Profit before tax ........................ 3719 935.4 2,098.2 1,733.0 3,417.0
TaX. o (179.3) (409.5) (596.3) (499.7)  (1,411.6)?
Profit for the year/peried ... ............. 192.6 5259 1,502.0 1,233.4 2,005.5
Attributable to:

Equity holder of the Company . ......... 102.9 3493 1,213.0 1,007.7 2,008.7

Minority interests . . ................... 89.7 176.5 289.0 225.7 (3.2)

Distributions .. ........... ... oo, — 132.7 305.1 279.1 4,685.0

(1) Includes a significant gain on disposal of a subsidiary of RMB315.8 million.

(2) Includes the write-off of net deferred tax assets of RMB600.2 million as a result of reduction of
income tax rate from 33% to 25% effective on 1 January 2008 according to the PRC Corporate
Income Tax Law, which caused a RMB600.2 million decrease in the net profit for the eleven
months ended 30 November 2007.
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As of
As of 31 December 30 November
2004 2005 2006 2007
{audited} (audited) {audited) (audited)
(RMB million)
Selected consolidated balance sheet information
IFRS
ASSETS
NON-CUTTENE ASSELS + o v v v v vt et et eeie e e aene s 18,132.8 19,425.1 22,497.0 25,902.5
CUTTENE ASSEIS .+ v e v vt ee e ettt eanineen s 61,511.8 80,9222  102,052.7 129,116.1
Cash and cash equivalents ..................... 13,600.6 16,699.4 20,960.8 25,76%9.4
Other cumTent asselS . . ... vt a e 47,911.2 64,222.8 81,091.9 103,346.7
Total a55E5 .. ..ot e e e e 79.644.6 100,347.3  124,549.7 155,018.6
EQUITY AND LIABILITIES
Total equity. ... ... 2,223.0 2,602.6 3,6878 4,935.0
Equity attributable to equity holder of the
COMPAnY ... .ot aeeas 1,603.9 1,774.3 2,637.4 4,726.6
Minority interests . ... ..o 619.1 828.2 1,050.4 208.4
Non-current liabilities . ....... ... 14,0138 15,941.0 16,921.5 14,477.3
Current liabilities . . ... ... i e 63,407.8 81,803.8 1039404 135,606.3
Total equity and liabilities . ........................ 79.644.6 100,347.3 124,549.7 155,118.6

Year ended 31 December

Eleven months ended
30 November

2004 2005 2006

2006

2007

(audited) (audited) (audited)
{RMB million)

Selected consolidated cash flow information

(unaudited) (audited)

Net cash inflow from operating activities ... .. 2,843.5 4,576.7 6,336.9 4,246.4
Net cash outflow from investing activities .... (3,008.4) (4,731.8) (4,809.0) (2,925.9)
Net cash inflow from financing activities ... .. 873.2 2,721.7 2,672.0 3.387.0

Year ended 31 December

6,026.6
(9,732.7)
9,001.8

Eleven months ended
30 November

2004 2005 2006 2006 2007
(audited) (audited) (audited) {unaudited) (audited)
(RMB million)
Segment financial information
Revenue from operations
Construction operations . ......... 80,565.8 104,133.7 146,359.7  131,658.1 139,184.6
Survey, design and consultancy
gperations . .................. 2,343.6 2,909.3 3,348.5 2,995.8 2,748.7
Manufacturing operations ........ 1,362.5 1,388.3 1,355.2 1,237.4 1,633.8
Other businesses................ 2,217.2 2,872.5 3,553.9 3,152.8 4,625.0
Elimination ...........coooonn. (303.6) (509.0) (1,008.3) (760.4)  (1,525.2)
Total revenue ...........ccoovnnn. 86,187.5 110,794.7 153,609.0  138,283.7  146,667.0
Gross profit from operations
Construction operations . ... ...... 5,185.6 6,453.6 8,213.4 7,353.0 8,290.6
Survey, design and consultancy
operations . ................. 663.6 762.3 634.9 5723 650.1
Manufacturing operations ........ 2359 275.3 224.5 206.3 2523
Other businesses. . .............. 299.8 433.7 523.2 470.0 539.5
Total gross profit .. ............... 6,384.9 7,924.9 9,596.0 8,601.5 9.732.5
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Gross margin from operations

Construction operations ..........

Survey, design and consultancy

Operations . ..................
Manufacturing operations ........
Other businesses................

Average gross margin..............

Operating profit from operations

Construction operations . .........

Survey, design and consultancy

OPETAtions ... ....viiihiaaan,
Manufacturing operations ........
Other businesses................

Total operating profit .............

Operating margin from operations

Construction operations . .........

Survey, design and consultancy

operations ...................
Manufacturing operations ........
Other businesses................
Average operating margin . . ........

Capital expenditure

Construction operations . . ........

Survey, design and consultancy

operations . ..................
Manufacturing operations ........
Other businesses. ...............
Total capital expenditure ..........

Eleren monoths ended

Year ended 31 December 30 November
2004 2005 2006 2006 2007
{audited) (audited) (audited) (unaudited) (audited)
(RMB million)

6.4% 6.2% 5.6% 5.6% 6.0%
28.3% 26.2% 19.0% 19.1% 23.7%
17.3% 19.8% 16.6% 16.7% 15.4%
13.5% 15.1% 14.7% 14.9% 11.7%

7.4% 7.2% 6.2% 6.2% 6.6%

1.6 822.7 2,0934 1,731.8 3,421.3

102.0 934 80.7 73.2 1951

76.0 146.4 16.6 12.9 82.0

271.7 2124 247.6 226.0 243.2
4574 1,274.9 2,438.3 2,043.9 3941.6

0.0% 0.8% 1.4% 1.3% 2.5%

4.3% 12% 2.4% 2.4% 1.1%

5.6% 10.5% 1.2% 1.0% 5.0%
12.5% 7.4% 7.0% 7.2% 5.3%

0.5% 1.2% 1.6% 1.5% 2.7%

Eleven months ended
Year ended 31 December 30 November
2004 2005 2006 2006 2007
(audited) (audited) {audited) {unaudited) (audited)
{RMB million)
2,890.3 3,305.0 6,157.0 4,099.7 9,196.3
265.9 130.5 210.9 200.3 447.9
Ja4 14.7 21.1 19.9 519.9

102.6 91.3 187.2 93.2 164.4

3,293.3 3,541.5 6,576.3 4,413.1 10,328.5
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Other Selected Financial Information

The following table sets forth a full quantitative reconciliation of EBITDA to its most directly
comparable IFRS equivalent, profit for the year/period, and the calculation of EBITDA margin.

Eleven months ended

Year ended 31 December 30 November
2004 2005 2006 2006 2007
{audited) (audited) (audited) (unaudited) (audited)
(RMB million)
Profit from operations ................... 457.4 1,274.9 2,438.3 2,043.9 3,941.6
Depreciation and amortization ............ 1,760.1 1,974.0 2,406.5 2,206.3 2,934.9
EBITDA™ ... 2,217.5 3,249.0 4,844.8 4,250.2 6,926.5
Revenue ... .o 86,187.5 110,794.7 153,609.0 138,283.7  146,667.0
EBITDA Margin®” ............. ... ... 2.6% 2.9% 3.2% 3.1% 4.7%

{1) EBITDA, a measurc of our operating performance, is defined as profit for the year/period plus finance costs, share of
losses/ (profits) of associates and jointly-controlled entities, income tax expense and depreciation and amortization, and less
finance revenue, or profit from operations plus depreciation and amortization. EBITDA margin is calculated by dividing EBITDA
by total revenue. We present our EBITDA and EBITDA margin here to provide additional information regarding our operating
performance and because our management believes EBITDA is useful to investors as a measure commonly used by sccurities
analysts, investors and other interested partics in the evaluation of the performance of companies in the construction industry.
EBITDA is not a standard measure under IFRS. EBITDA should not be considered in isolation or construed as an alternative to
cash fows, profit for the year/period or any other measure of performance or as an indicator of our operating performance,
liquidity, profitability or cash flows generated by operating, investing or. financing activities. EBITDA does not account for taxes,
interest expense or other non-operating cash expenses. In cvaluating EBITDA, we believe that investors should consider, among
other things, the components of EBITDA such as turnover and operating expenses and the amount by which EBITDA exceeds
capital expenditure.

Selected Historical Operating Data
The following tables set forth selected operating data of each of our segments, after elimination of
inter-segment sales, for the periods indicated:
Backlog

Backlog represents our estimate of the contract value of work that remains to be completed as of a
certain date. The contract value of a project represents the amount that we expect to receive under the terms
of the contract assuming the contract is performed in accordance with its terms. The following table sets out

the aggregate value of projects in our backlog of our construction operations, survey, design and consultancy
operations and manufacturing operations for the periods indicated:

As of
As of 31 December 30 November
2004 2005 2006 2007
(RMB million)

Construction Operations. ... ........ooiiiiiionan 61,047.0 139,531.2 198,3749  292,662.0
DOMESHC « o vt v e et e e ettt et 58,037.0 130,415.2 156,360.9 175,708.3
VETSERS o o v oo e et e e ettt 3,010.0 9,116.0 42.014.0 116,953.7

Survey, Design and Consultancy Operations .. ......... 2,389.5 2,498.0 2,476.8 2,921.5

Manufacturing Operations . ... ...t 3,608.4 2,503.4 1,602.2 6,554.0

Total. ..o e e ey 67,0449 144,532.6 202,453.8 302,137.5

10
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New centract value

New contract value represents the aggregate value of the contracts that we entered into during a
specified period. The value of a contract is the amount that we expect to receive under the terms of the
contract if the contract is performed in accordance with its terms. The following table sets out the aggregate
value of new contracts entered into by our construction operations, strvey, design and consultancy operations
and manufacturing operations for the periods indicated:

Eleven months

ended
Year ended 31 December 30 November
2004 2005 2006 2007
{RMB million)

Construction Operations. . .. ... P 140,336.1 189,i56.4 198,203.7 223,659.6
Domestic ... .. i 136,574.4  176,247.5 154,588.5 134,576.1
OVerSEas . ... it et e 3,761.7 12,908.9 43,615.1 89,0831.6

Survey, Design and Consultancy Operations ..., .. ... 2,479.7 2,743.3 3.073.3 2,947.6

Manufacturing Operations ........................ 1,724.1 1,144.6 1,064.4 6,321.5

Total. ... 144,539.8 193,044.2 202,341.4 232,928.7

PROFIT ESTIMATE FOR THE YEAR ENDED 31 DECEMBER 2007

The statistics in the following table do not give effect to the A Share Offering and are based on the
assumption that (i) the Global Offering is completed and 1,706,000,000 H Shares are newly issued in the
Global Offering, (ii) the Over-allotment Option is not exercised, and (iii) 9,706,000,000 Shares are issued
and outstanding following the completion of the Global Offering:

Estimated consolidated profit attributable to equity holders
of our Company™ ... not less than RMB2,262 million

Pro forma estimated earnings per Share fully diluted'® . .. .. not less than RMBO0.233 (HK$0.254)

(1)  The above profit estimate has been prepared on the bases that are set out in Appendix I, which include a significant gain on
disposal of a subsidiary of RMB315.8 million and the write-ofl' of net deferred tax assets of RMB600.2 million in the ¢leven
months peried ended 30 November 2007 as a result of reduction of income tax rate from 33% to 25% effective on | Janvary 2008
gecording to the PRC Corporate Income Tax Law, which resulted in a decrease of RMB600.2 million in the net profit of our
Company.

(2}  The calculation of the pro forma estimated earnings per Share on a pro forma fully diluted basis is based on the estimated
consolidated profit attributable to equity holders of our Company for the year ended 31 December 2007, assuming that we had
been listed since 1 January 2007 and a total of 9,706,000,000 Shares were issued und outstanding during the entire year. This
calculation does not take into account Shares which may be issued pursuant to the A Share Offering and assumes that the Over-
allotment Option will not be exercised.

The statistics in the following table are based on the assumption that (i) the A Share Offering is
completed and 2,450,000,000 A Shares are newly issued in the A Share Qffering, (ii} the Global Offering is
completed and 1,706,000,000 H Shares are newly issued in the Global Offering, (iii) the Over-allotment
Option is not exercised, and (iv) 12,156,000,000 Shares are issued and outstanding following the completion
of the A Share Offering and Global Offering:

Estimated consolidated profit attributable to equity holders
of our Company™ ... .. not less than RMB2,262 million

Pro forma estimated earnings per Share fully diluted*? . . . .. not tess than RMBO.186 {HK$0.203)

(1} The above profit estimate has been prepared on the bases that are set out in Appendix [T, which include a significant guin on
disposal of a subsidiary of RMB315.8 million and the write-off of net deferred tax assets of RMB600.2 million in the eleven
months period ended 30 November 2007 as a result of reduction of income tax rate from 33% to 25% effective on 1 January 2008

11
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(2)

according to the PRC Corporate Income Tax Law, which resulted in a decrease of RMB600.2 million in the net profit of our
Company.

The calculation of the pro forma estimated earnings per Share on a pro forma fully diluted basis is based on the estimated
consolidated profit attributable to equity holders of our Company for the year ¢nded 31 December 2007, assuming that we had
been listed since 1 January 2007 and a total of 12,156.000,000 Shares were issued and outstanding during the entire ycur. This
caleulation takes into account the issuance of 2.450,000,000 A Shares pursuant to the A Share Offering and assumes that the
Over-allotment Option will not be exercised.

GLOBAL OFFERING

The Global Offering by us consists of:

e the offer by us of initially 170,600,000 H Shares, or Hong Kong Public Offer Shares, for
subscription by the public in Hong Kong, referred to in this Prospectus as the Hong Kong Public
Offering; and

e the offer by us of initially 1,535,400,000 H Shares, or International Offer Shares, in the
international offering, referred to in this Prospectus as the International Offering, consisting of the
offering of our H Shares (i) in the United States to QIBs in rcliance on Rule 144A under the
U.S. Securities Act of 1933, as amended, or the Securities Act, and (ii) outside the United States
in reliance on Regulation S under the Sccuritics Act. At any time from the date we sign the
International Underwriting Agreement until 30 days after the last day for the lodging of
applications in the Hong Kong Public Offering, the Joint Global Coordinators, as representatives
of the International Underwriters, have an option to purchase up to an additional 255,900,000
H Shares from us, representing 15% of the initial size of the Global Offering, at the Offer Price,
solely to cover over-allotments in the International Offering.

The number of Hong Kong Public Offer Shares and International Offer Shares, or together, the

H Shares, is subject to adjustment and reaflocation as described in “Structure of the Global Offering”.

OFFER STATISTICS

The statistics in the following table do not give effect to the A Share Offering and are based on the

assumption that (i) the Global Offering is completed and 1,706,000,000 H Shares are newly issued in the
Global Offering, (ii) the Over-allotment Option is not exercised, and (iii) 9,706,000,000 Shares are issucd
and outstanding following the completion of the Global Offering:

Based on an Offer Price Based on an Offer Price
of HK$9.93 per of HK$10.70 per
H Share H Share

Market capitalization of our Shares") ............. .. HK$96,380.6 million ~ HK$103,854.2 million
Estimated price/earnings multiple

Pro forma fully diluted® ... ... ... ... .. ..., 39.0 times 42.1 times
Unaudited pro forma adjusted nel tangible asset

value per Share®) ... .. HK$2.09 (RMB1.92) HK$2.22 (RMB2.03)
(1)  All siatistics in this table are based on the assumption that the Over-allotment Option is not exercised. The calculation of market

cupitalization is based on 9.706,000.000 Shares expected to be issued and outstanding following the Global Offering.

{2)  The calculation of the estimated price/ carnings multiple on a pro forma fully dituted basis is based on the estimated earnings per

Share on a pro forma fully diluted basis at the respective Offer Prices of HK$9.93 and HK$10.70 per H Share, assuming that the
Globat Offering had been completed on 1 January 2007 and a tetal of 9.706,000,000 Shares were issued and outstanding during the
entire year. This calculation does not take into account Shares which may be issued pursuant to the A Share Offering and assumes
that the Over-allotment Option will not be exercised.

12
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(3)  The unaudited pro forma adjusted consolidated net tangible asset value per Share is calculated after making the adjusiments
referred to in “Appendix [i — Unaudited Pro Forma Financial Information™ in this Prospectus. The calculations do not give effect
o the A Share Offering.

The statistics in the following table are based on the assumption that (i) the A Share Offering is
completed and 2,450,000,000 A Shares are newly issued in the A Share Offering, (ii) the Global Offering is
completed and 1,706,000,000 H Shares are newly issued in the Global Offering, (iii) the Over-allotment
Option is not exercised, and (iv) 12,156,000,000 Shares are issued and outstanding following the completion
of the A Share Offering and Global Offering;

Based on an Offer Price Based on an Offer Price
of HK59.93 per of HK$10.70 per
H Share H Share

Market capitalization of our Shares!" ................ HK$120,709.1 million HK$130,069.2 million
Estimated price/earnings multiple

Pro forma fully diluted® . ..., . ... ... ... ... 48.9 times 52.7 times
Unaudited pro forma adjusted net tangible asset

value per Share™ ... ... HK$3.39 (RMB3.11) HK$3.72 (RMB3.41)

(1) All statistics in this table are based on the assumption that the Qver-allotment Option is not exercised. The calculation of murket
capitalization is based on a total of 12,156,000,000 Shares expected to be issued and outstanding following the A Share Offering
and the Global Offering.

(2}  The calculation of the estimated price/carnings multiple on a pro forma fully diluted basis is bascd on the estimaied carnings per
Shared on a pro lorma fully diluted basis al the respective Cffer Prices of HK$9.93 and HK$10.70 per H Share, assuming that the
A Share Offering and Global Offering had been completed on | January 2007 and a total of 12,156,000,000 Shares were issued and
outstanding during the entirc year.

(3) The unavdited pro forma adjusted consolidated net tangible asset value per Share is calculated after making the adjusiments
relerred 10 in “Appendix | — Unaudited Pro Forma Financial Information™ in this Prospectus. The calculation is based an the
assumption that 2,450,000,000 new A Shares are issucd in the A Share Offering and the resulting net proceeds (after deduction of
estimated related fees ¢xpenses) of approximately RMBI19.2 billion (based on an offer price of RMB8.00 per A shure) and
approximately RMB21.7 billion (based on an offer price of RMB9.08 per A Share) from the A Share Offering.

DIVIDEND POLICY

After completion of the Global Offering, our shareholders will be entitled to receive dividends declared
by us. The proposal of payment and the amount of our dividends will be made at the discretion of our Board
and will depend on our gencral business condition and strategics, cash flows, financial results and capital
requirements, interests of our sharehelders, taxation conditions, statutory and regulatory restrictions and other
factors that our Board deems relevant. Any dividend distribution shall also be subject to the approval of our
shareholders in the shareholders’ meeting,

Under the PRC Company Law and our Articles of Association, we will pay dividends out of our after-
tax profit only after we have made the following allocations:

&  rccovery of accumulated losses, if any;
¢  allocations to the statutory reserve fund equivalent to 10% of our after-tax profit; and

* allocations, if any, to a discretionary reserve fund approved by the shareholders in a shareholders’
meeting,

When the statutory reserve fund reaches and is maintained at or above 50% of our registered capital, no
further allocations 10 this statutory fund will be required, Qur profit distributable for the above-mentioned
allocations and our dividend distribution shall be our after-tax profit as determined by PRC GAAP or IFRS,
whichever is lower.
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SUMMARY

All of our shareholders have equal rights to dividends and distributions in the form of stock or cash. For
holders of our H Shares, cash dividend payments, if any, will be declared by our Board in Renminbi and paid
in Hong Kong dollars.

On 30 November 2007, our sole shareholder resolved that all of our shareholders will be entitled to all
of our distributable profits generated from 1 December 2007. However, due to the possible time difference
between our A Share Offering and the Global Offering, our sole sharcholder further resolved that:

(i) if the date of the listing of our H Shares is within the three-month period after the date of the
listing of our A Shares, the shareholders of the Company, including A Share holders, CRCCG
and H Share holders, will be entitled to our distributable profits generated from 1 December
2007 to the date of the completion of the Global Offering;

(i) if our H Shares are not listed within the three-month period after the date of the listing of our
A Shares, we will distribute our distributable profits gencrated from 1 December 2007 to the
then A Share holders and CRCCG pursuant to our dividend policy and the distribution proposal
as approved by our sharcholders’ meeting.

Considering our present financial condition, we currently intend, subject to the above mentioned
limitations, and in the absence of any circumstances which might reduce the amount of distributable profits
whether by losses or otherwise, to distribute to our shareholders not less than 25% of our distributable profits
for the years ended 31 December 2008 and 2009.

PRE-ESTABLISHMENT DISTRIBUTION AND SPECIAL DIVIDEND

In accordance with the “Provisional Regulation Relating to Corporate Reorganization of Enterprises
and Related Management of State-owned capital and Financial Treatment” (the “Provisional Regulations™)
issued by the MOF, which became effective from 27 August 2002, and the Restructuring Agreement entered
into between CRCCG and the Company, we are to make a distribution to CRCCG (the “Pre-establishment
Distribution™}, our sole shareholder prior to the initial offering of our A Shares, in an amount equal to the net
profit attributable to shareholders for the period from 1 January 2007 to 5 November 2007 (the date on which
the Company was incorporated}).

In addition, pursuant to the resolution of a sharcholders’ meeting dated 30 November 2007, our sole
shareholder, CRCCG, has resolved to make a special distribution to itself, as our sole shareholder, in an
amount equal to the net profit of our Company for the period from 6 November 2007, the date immediately
after the date on which the Company is incorporated, to 30 November 2007 (the “Special Dividend™). The
net profit of our Company for the Pre-establishment Distribution and the Special Dividend in aggregate will
be determined based on the audited accounts prepared in accordance with PRC GAAP for the eleven months
ended 30 November 2007, after giving effect to relevant necessary adjustments. The total aggregate amount of
the Pre-establishment Distribution and the Special Dividend is RMB2,423.9 million and will be paid to
CRCCG prior to the completion of our A Share Listing. We intend to pay the Pre-establishment Distribution
and the Special Dividend out of our internal financial resources. The Pre-establishment Distribution and
Special Dividend will be settied prior to the listing of our H Shares on the Hong Kong Stock Exchange.

The holders of H Shares are not entitled to share the Pre-establishment Distribution or Special
Dividend. CRCCG is the only shareholder entitled to the Pre-establishment Distribution and the Special
Dividend. In addition, any distributable profits available for distribution to our shareholders after the Globat
Offering will exclude the Pre-establishment Distribution and the Special Dividend.
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SUMMARY

The Pre-establishment Distribution is required to be paid to CRCCG under regulations issued by the
MOF. We decided to distribute the Special Dividend based on our commercial discretion. You should not rely
on the Pre-establishment Distribution and the Special Dividend as an indication of our future dividends
distribution policy or practice.

USE OF PROCEEDS

We estimate that we will receive net proceeds of approximately HK$16,855.4 million from the Global
Offering, assuming that the Over-allotment Option is not exercised, after deducting the underwriting
commissions and other estimated offering expenses payable by us and assuming the initial public Offer Price
of HK$10.32 per H Share, being the mid-point of the indicative Offer Price range set forth on the cover page
of this Prospectus. If the QOver-allotment Option is excrcised in full, we estimate that the additional net
proceeds to our Company from the offering of these additional H Shares will be approximately
HK$2,564.6 million, after deducting the underwriting commissions and our estimated expenses, assuming an
Offer Price of HK$10.32 per H Share.

We intend to use the proceeds from the Global Offering for the purposes and in the amounts set out
below:

*  Approximately 80%, or HK$13,484.3 million, is expected to be used primarily for the purchase of
equipment, primarily including equipment utilized in our railway and light rail infrastructure
construction projects, such as hydraulic rock drilling machines, tunnel boring machines, tunneling
backhoe loader, clectrification engineering machinery and track-laying machinery. Such
equipment will be used mainly for the Nigerian railway project, the North-South railway project,
Section Il in Saudi Arabia and the Tel Aviv red-line light rail concession with the [sraeli
Government. Other equipment includes equipment utilized in our highway construction projects,
such as road surface construction equipment, tamping machines and heavy-duty dump trucks.
Such equipment will be used mainly for the Algerian highway project and other potential overseas
projects in Southeast Asia and the Middte-East, We expect to complete the cquipment purchase
in the future two to three years.

®  Approximately 10%, or HK$1,685.5 million, is expected to be used primarily for the construction
of a cement plant in Nigeria. The investment in the cement plant construction will supplement our
project contracting and support the expansion of our operations and ability to secure new contracts
in Nigeria, to help ensure smooth project execution. The construction period of this cement plant
is expected to be approximately two years, and the project is expected o operate in the third year
with full facilities with an expected production volume of 2,500 tonnes per day, or 1 million tonnes
per year.

e Up to 10%, or HKS1,685.5 million, to fund our working capital.

To the extent that the net proceeds from the Global Offering are not immediately applied to the above
purposes, we intend to deposit the proceeds into short-term demand deposits with offshore financial
institutions and/or invested into offshore money market instruments. Proceeds from our H Share Offering will
not be remitted into or used to fund any projects or facilities in the PRC. To the extent that net proceeds
exceed our estimates, 90% and 10% of the excessive portion will be used to fund our equipment purchases and
our working capital, respectively.

We will not use any of the proceeds of the Global Offering to fund activities that a U.S. corporation
would be prohibited from undertaking under sanctions administered by OFAC or under ILSA.
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For details of the use of proceeds from our A Share Offering, see “Appendix V — The A Share

Offering™.

RISK FACTORS

We believe that there are certain risks involved in our operations; many of these risks are beyond our

control. These risks can be categorized as; (i) risks relating to our business operations; and (ii) risks relating

to our industry; (iii) risks relating to the People’s Republic of China.

Risks Relating to Our Business Operations

Actual overall risks or costs of our contracts may exceed our initial evaluation and lead to cost
overruns, resulting in a reduction in revenues, lower profitability or even losses on such contracts.

We rely on third parties to complete some of our construction projects, which may be adversely
affected by the sub-standard performance or non-performance of such third parties.

We may cxperience delays or defaults in accounts receivable, progress payments or the release of
relention money by our customers.

Projected revenue amounts reported in our backlog may decline and may not result in actual
revenue or translate into profits.

Qur construction business involves inherent risks and occupational hazards.
Certain of gur businesses expose us to potential liability claims.

Some of our operations are less profitable, and we may not be able to continue developing new
operations that generate higher levels of profit in the future.

The development and utilization of new technology may not always produce positive results.

Qur large track maintenance machinery manufacturing operations may be exposed to the risk of
termination of our partnerships or increased competition.

Our capital investment operations require significant amounts of investment. The projects we
invest in may nol generale the profit we expect.

We may be unable to continue to procure an adequate supply of raw materials and energy supplies
at acceptable prices and quality in a timely manner.

Our business and operations require significant and continuous capital investment. We cannot
assure you that we will be able to raise sufficient capital in a timely and reasonable manner.

The level of our indebtedness and interest payment obligations may limit our financing
capabilities,

There is no assurance that we will continue to benefit from preferential tax treatment in China.
We may not be able to expand further into or operate successfully in markets outside of China.

QOur operations expose us to inclement weather, acts of God, adverse work environments and acts
of terrorism or war.

We are a party to certain litigation and legal proceedings. Any unfavorable outcome may adversely
affect our financial condition and business operations, as well as result in payment of damages.
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Our competitiveness may be reduced if we are unable to adequately protect our intellectual
property rights.

The departure of key members of our management team and senior technicians may impact our
business and results of operations, and our inability to attract and retain qualified personnel may
limit our development.

We have not obtained valid titles or rights to use certain properties that we occupy.

We may not be able to monitor and deploy internal control measures with respect to our business
operations in an effective and timely manner because of our large number of operating subsidiaries
and their broad range of businesses.

We will be controlled by CRCCG, our controlling shareholder, whose interests may differ from
those of our other shareholders.

Our limited operating history as a separate entity could affect our operating efficiency and your
ability to evaluate our business and growth prospects.

Qur historical dividends may not be indicative of our future dividend policy.

We may not be able to detect and prevent bribery or other misconduct committed by our
employees or third parties.

Risks Relating to Our Industry

The PRC Government may reduce public spending on infrastructure construction.
We are exposed to risks associated with entering into public construction contracts.

Intense competition in the construction industry in which we operate could reduce our market
share and profits.

Our real estate development operations are subject to the influence of macro-cconomic control
measures and intense competition and involve numerous complicated procedures.

We may not be able to identify, obtain or retain a sufficient number of land sites suitable for our
real estatc development operations.

Failure to comply with the extensive environmental, health and safety laws, regulations and
quality control standards to which we are subject may result in liabilities.

Periodic inspections, examinations, inquiries or audits by regulatory authorities may result in fines,
other penalties or actions that could adversely affect our financial performance and reputation. and
we may not be able to obtain or renew the appropriate permits, licenses and certifications required
for our continued operations.

Risks Relating to the People’s Republic of China

Changes in China’s economic, political and social conditions as well as governmental policies
could affect our financial condition and results of operations.

Changes in foreign exchange regulations and future movements in the ¢xchange rate of Renminbi
may affect the financial condition and results of operations of our Company and our ability 10 pay
dividends.




SUMMARY

® The PRC iegal system is continuously evolving and has uncertainties, and the legal protections
available to our shareholders may be limited.

e It may be difficult to enforce any judgments obtained from non-PRC courts against our Company
or our Directors, Supervisors or senior executive officers residing in China.

¢  The exemption from withholding tax on dividends and income available to holders of H Shares
may not continue in the future.

¢  There may be an occurrence of a widespread public health problem.

®  Payment of dividends is subject to restrictions under PRC law.

Risks Relating to the Global Offering

e  We have completed an A Share Offering prior to the H Share Offering. There are significant
differences in the characteristics of the A share and H share markets.

e Future sales or perceived sales of substantial amounts of our H Shares, A Shares or other
securities relating 1o our H Shares or A Shares in the public market, including any future
offerings, or a decline in the market price of our A Shares could impact the prevailing market
price of our H Shares and our ability to raise capital in the future, and may result in dilution of
your shareholdings.

e  There has been no prior public market for the H Shares. The liquidity and market price of the
H Shares following the Global Offering may be volatile.

¢ Disposal of H Shares by NSSF following the listing of the H Shares or potential conversion of
Domestic Shares into H Shares may result in an increase in the number of H Shares available on
the market and may affect the price of the H Shares.

®  Because the Offer Price is higher than the net tangible book value per share of our Company, the
holders of the H Shares will incur immediate dilution.

e  Shareholders’ interests may be diluted as a result of additional equity fund-raising.
®  Forward-looking information included in this Prospectus may prove inaccurate.

e  We cannot guarantee the accuracy of facts, forecasts and other statistics contained in this
Prospectus with respect to China, China’s economy, China’s infrastructure construction industry
and other industries in which we operate.

e We strongly caution you not 1o place any reliance on any information contained in press articles or
other media regarding us, our Global Offering or our A Share Offering or information released by
us in connection with our A Share Offering.




SUMMARY

OUR A SHARE OFFERING

We announced our A Share Offering on |5 February 2008. The A Share Offering comprises an offering
of 2,450,000,000 A Shares for subscription, with no over-allotment, The A Shares offered represent 23.4% of
our total share capital before the Global Offering, or 20.2% of our total share capital after the Global Offering
assuming that the Over-allotment Option is not exercised. Proceeds from our A Share Offering will not be
used for the same purposes or to fund the same projects as those for which proceeds from our H Share
Offering will be used. See “Future Plans and Use of Proceeds”. Our A Shares and H Shares will rank pari
passu with each other in all material respects other than the exceptions described in the section headed “Share
Capital — Ranking”. See “Appendix V — The A Share Offering” for further details of the A Share Offering.
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DEFINITIONS

In this Prospectus, the following terms have the following meanings unless the context otherwise
requires. Certain technical terms are explained in the section headed “Glossary™ in this Prospectus.

“A Share Listing”

“A Share Offering”

“A Shares”

“A Share Prospectus”

“Application Form(s)”

“Articles of Association” or
“Articles”

“associates”

“Beijing China Railway
Construction Electrification
Design and Research Institute”

“Board” or “Board of Directors”

“Business Day”

“CAGR“

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

the listing of the A Shares of the Company on the Shanghai Stock
Exchange;

the proposed offer by the Company of A Shares in the PRC, which is
expected to be completed on or about 10 March 2008;

the Domestic Shares, which will be listed on the Shanghai Stock
Exchange and traded in RMB;

the prospectus to be issued by the Company in relation to the A Share
Offering on or about 7 March 2008;

white application form(s), yellow application form(s) and green
application form(s), or where the context so requires, any of them,
relating to the Hong Kong Public Offering;

the articles of association adopted by the Company, a summary of which
is set forth in “Appendix VIII — Summary of Articles of Association”
in this Prospectus;

companies or persons under the meaning ascribed thereto under the
Hong Kong Listing Rules;

Beijing China Railway Construction Electrification Design and
Research Institute Company Limited

(e E R R AT RERRAF);

the board of directors of the Company,

a day on which banks in Hong Kong are generally open for business to
the public and which is not a Saturday, Sunday or public holiday in
Hong Kong;

compound annual growth rate;

the Central Clearing and Settlement System established and operated
by the HKSCC;

a person admitted to participate in CCASS as a direct clearing
participant or general clearing participant;

a person admitted to participate in CCASS as a custodian participant;
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DEFINITIONS

“CCASS Investor Participant”

“CCASS Participant”

“CCECC”

“China Railway First Survey and
Design Institute”

“China Railway Fourth Survey
and Design Institute”

*China Railway Fifth Survey and
Design Institute”

“CITIC Securities”
“Citi”

“Companies Ordinance”

“Company Law” or “PRC
Company Law”

“connected person”

“Construction Support Services”

“controlling sharchelder”

“CRCC” or “the Company”

a person admitted to participate in CCASS as an investor participant,
who may be an individual or joint individuals or a corporation;

a CCASS Clearing Participant, a CCASS Custodian Participant or a
CCASS Investor Participant;

China Civil Engineering Construction Corporation, a whelly-owned
subsidiary of our Company established in Beijing, China in 1979;

China Railway First Survey and Design Institute Group Co., Lid., a
wholly-owned subsidiary of our Company established in Xi’an, Shaanxi
Province, China in 1953;

China Railway Fourth Survey and Design Institute Group Co., Ltd., a
wholly-owned subsidiary of our Company established in Wuhan, Hubei
Province, China in 1953;

China Railway Fifth Survey and Design Institute Group, Co. Lid., a
wholly-owned subsidiary of our Company established in Beijing, China
in 1984;

CITIC Securities Corporate Finance (HK) Limited;
Citigroup Global Markets Asia Limited;

the Companies Ordinance (Chapter 32 of the Laws of Hong Kong), as
amended, supplemented or otherwise modified from time to time;

Company Law of the PRC ((FPHENRIEME 2B)%D), as adopted at
the Fifth Session of the Standing Committee of the Eighth NPC on
29 December 1993, effective | July 1994, as amended, supplemented or
otherwise modified from time to time;

has the meaning ascribed to it under the Hong Kong Listing Rules;

the ancillary and support operations retained by CRCCG pursnant to
the government’s policies of separation of core and ancillary services for
the reform of Statc-owned enterprises which are more particularly
disclosed in  “Relationship with CRCCG” “Connected
Transactions” in this Prospectus;

and
has the meaning ascribed thereto under the Hong Kong Listing Rules
and unless the context requires otherwise, refers to CRCCG;

China Raitway Construction Corporation Limited, a joint stock limited
liability company established in the PRC on 5 November 2007;
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“CRCCG” or “Promoter”

“CRCCG Group”

“CRRS”

“CSRC”

“Director(s)”

“Domestic Shares”

“Eleventh Five-Year Plan”

“Ernst & Young”

“GDP”

“Global Offering” or *“H Share

Offering”

“Green Application Form(s)”

“H Shares™

“H Share Listing”

“HK$” or “HK dollars™ or
“Hong Kong dollars”

“HKSCC”

China Railway Construction Corporation, our controlling sharcholder;

CRCCG and all its subsidiaries and jointly controlled entities, including
our Company;

China Railway Rail System Group Co., Ltd., a wholly-owned subsidiary
of the Company established in Zhuzhou, Hunan Province, China in
2006;

China Securities Regulatory Commission (FTEBHFEEERZRT),
a regulatory body responsible for the supervision and regulation of the
PRC national securities markets;

the director(s) of the Company, including all executive, non-executive
and independent non-executive Directors;

ordinary shares in the share capital of the Company, with a nominal
value of RMB1.00 each which have been subscribed or to be subscribed
for in RMB;

the Eleventh Five-Year Plan for National Economic and Social
Development (2006-2010) promulgated by the State Council at the
Tenth National People’s Congress in 2006;

Ernst & Young, our reporting accountants;

gross domestic product (all references to GDP growth rates are 1o real
as opposed to nominal growth rates of GDP);

the Hong Kong Public Offering and the International Offering;

the application form(s) to be completed by White Form eIPO Service
Provider designated by the Company;

the overseas listed foreign invested shares, with a nominal value of
RMBI1.00 cach in the ordinary share capital of the Company, which are
to be subscribed for and traded in HK dollars and for which an
application has been made for the granting of listing, and permission to
deal, on the Hong Kong Stock Exchange;

the listing of the Offer Shares on the main board of the Hong Kong
Stock Exchange;

Hong Kong dollars, the lawful currency of Hong Kong;

Hong Kong Securities Clearing Company Limited;
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“HKSCC Nominees”
“Hong Kong™” or “HK”

“Hong Kong Listing Rules”

?

“Hong Kong Public Offering’

“Hong Kong Public Offer
Shares”

“Hong Kong Stock Exchange”

“Hong Kong Underwriters”

“Hong Kong Underwriting

Agreement”

“IFRS”

“ILSA,,

“independent third party(ies)”

“International Offer Shares”

“International Offering”

HKSCC Nominees Limited;
the Hong Kong Specital Administrative Region of the PRC;

the Rules Governing the Listing of Securities on the Hong Kong Stock
Exchange (as amended from time to time);

the offer by the Company of initially 170,600,000 H Shares for
subscription by the public in Hong Kong (subject to adjustment as
described in the section headed “Structure of the Global Offering”) for
cash at the Offer Price (plus brokerage, SFC transaction levy, and Hong
Kong Stock Exchange trading fees}, on and subject to the terms and
conditions described in this Prospectus and the Application Forms as
further described in “Structure of the Global Offering — The Hong
Kong Public Offering” in this Prospectus;

the H Shares offered for subscription pursuant to the Hong Kong Public
Offering;

The Stock Exchange of Hong Kong Limited,

the underwriters of the Hong Kong Public Offering listed as such in
“Underwriting — Hong Kong Underwriters™ in this Prospectus;

the underwriting agreement dated 28 February 2008 entered into among
the Company, the Joint Global Coordinators and the Hong Kong
Underwriters relating to the Hong Kong Public Offering, as further
described in “Underwriting” in this Prospectus;

International Financial Reporting Standards promulgated by the
International Accounting Standards Board; IFRS include the
International Accounting Standards and their interpretations;

the United States Iran and Libya Sanctions Act of 1996, as amended in
August 2001 and September 2006;

person(s) or company(ies} which is{are) independent of the Directors,
promoters, controlling shareholders, substantial shareholders and the
chiefl executives (such terms as defined in the Hong Kong Listing
Rules) of the Company;

the H Shares offered pursuant to the International Offering;
offer and sale of the International Offer Shares to institutional,
professional, corporate and other investors, as further described in

“Structure of the Global Offering” in this Prospectus;
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“International Offering
Underwriters”

“International Underwriting
Agreement”
“Joint Global Coordinators™

“Joint Lead Managers” or “Joint
Sponsors”

“Kunming Zhong-Tie”

“Latest Practicable Date”

“Listing Date”

“Macau”

“Macquaric”

“Mandatory Provisions”

“Ministry of Communications”

uM LR!!

CKMOC?’
“MOF”
“MOFCOM"”

“MOR!!

the underwriters of the International Offering, who are expected to enter
into the International Underwriting Agreement;

the underwriting agreement relating to the International Offering, which
is expected to be entered into among our Company and the International
Offering Underwriters on or around 6 March 2008;

Citi, CITIC Securities and Macquarie;

Citi, CITIC Securitics and Macquarie;

Kunming China Railway Large Road Maintenance Machinery Co.,
Ltd., a wholly-owned subsidiary of our Company established in
Kunming, Yunnan Province, China in 1954.

22 February 2008;

the date on which dealings in the H Shares commence on the Hong
Kong Stock Exchange;

The Macau Special Administrative Region of the PRC;

Macquaric Securities Limited (to be renamed Macquarie Capital
Securities Limited on or around 3 March 2008);

the Mandatory Provisions for Articles of Association of Companies to be
Listed Overseas (BIHSh LA R ERUHEIERK), as amended,
supplemented or otherwise modified from time to time, for inclusion in
the articles of association of companies incorporated in the PRC to be
listed overseas (including Hong Kong), which were promulgated by the
former PRC Securities Commission of the State Council and the former
State Commission for Restructuring the Economic Systems of the PRC
on 27 August 1994;

the Ministry of Communications of the PRC (HFEA RILAETHEH);
Resources of the PRC

the Ministry of Land and

(PEARIUMEE + FTIRE),

the Ministry of Construction of the PRC (T A RIMBE R RET);
the Ministry of Finance of the PRC (A RILHEME);

the Ministry of Commerce of the PRC (FHARILMEHEHE);
the Ministry of Railways of the PRC (FHEA BRI #H ),
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“NDRC” the National Development and Reform Commission of the PRC
FEARMANEEFRRARESAT),

“Non-Competition Agreement” the agreement dated 5 Nevember 2007 entered into between CRCCG
and the Company pursuant to which CRCCG has undertaken not to
compete, directly and indirectly, with our Company, which is more
particularly described in ‘‘Relationship with CRCCG” of this

Prospectus;
“NPC” the National People’s Congress;
“NSSF” the National Council for Social Security Fund of the PRC

(PEA R A2 R RIS ).

“OFAC” the United States Treasury Department’s Office of Foreign Assets
Control;
“QOffer Price” the final Hong Kong dollar price per H Share (exclusive of brokerage,

SFC transaction levy and Hong Kong Stock Exchange trading fees) at
which the H Shares are to be subscribed for and issued pursuant to the
Hong Kong Public Offering, to be determined as further described in
“Structure of the Global Offering — Pricing and allocation” in this
Prospectus;

“Offer Shares” the Hong Kong Public Offer Shares and the International Offer Shares
together, where relevant, with any additional H Shares issued and sold
pursuant to the exercise of the Over-allotment Option;

LI I 1Y

“our Company”, “we” or “us’

L

China Railway Censtruction Corporation Limited, a joint stock limited
liability company established in the PRC on 5 November 2007 or its
predecessor, CRCCG (where applicable) and, except where the context
otherwise requires, all of its subsidiaries from time to time;

“Qver-alloiment Option” the option granted by the Company to the International Underwriters to
purchase up to 255,900,000 additional H Shares, at the Oifer Price,
which is exercisable from the date of the International Underwriting
Agreement until 30 days after the last date for lodging of applications
under the Hong Kong Public Offering;

“PBOC” The People’s Bank of China (PE A RERTT), the central bank of the
PRC;
“PBOC Rate” the exchange rate for foreign exchange transactions set daily by the

PBROC based on the previcus day’s PRC inter-bank foreign exchange
rates and with reference to prevailing exchange rates on the world
financial markets;
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“PLA”

“PRC” or “China” or the

“People’s Republic of China”

“PRC Construction Law”

“PRC Bidding Law”

“PRC GAAP”

“PRC Government”

“PRC National Audit Office” or

“NAO”

“Predecessor Operations”

“PRC National Bureau of the
Statistics” or “Bureau of
Statistics”

“Price Determination Date”

“Prospectus”

“Province” or “province”

the People’s Liberation Army of the PRC;

the Pcople’s Republic of China. Except where the context otherwise
requires, references in this Prospectus to the PRC or China do not apply
to Hong Kong, Macau or China Taiwan;

Construction Law of the People’s Republic of China
({hFEARILHERE D)), as adopted at the 28th Meeting of the
Standing Committee of the Eighth NPC, on |1 November 1997, effective
1 March 1998, as amended, supplemented or otherwise modified from
time to time;

Bidding Law of the People’s Republic of China
() BB FERED:)), as adopted at the 11th Session of the
Standing Committee of the Ninth NPC, on 30 August 1999, cffective
1 January 2000, as amended, supplemented or otherwise modified from
time to time;

the PRC Accounting Standards and Accounting Regulations for
Business Enterprises and its supplementary regulations;

the central government of the PRC including all political subdivisions
{(including provincial, municipal and other local or regional government
entities} and organisations of such government or, as the context
requires, any of them;

the National Audit Office of the PRC (FEEARICEERZEFEF),

prior to the incorporation of CRCC, the construction operations, survey,
design and consultancy operations, manufacturing operations and other
business operations were carried out by various companies owned or
controlled by CRCCG;

National Bureau of Statistics of the PRC (FHEARIME
B Z SRR,

the date, expected to be on or around 6 March 2008 but no later than
11 March 2008, on which the Offer Price and the number of H Shares in
the Global Offering is fixed for the purposes of the Global Offering;

this prospectus in connection with the Hong Kong Public Offering;
each being a province or, where the context requires, a provincial level
autonomous region or municipality under the direct supervision of the

central government of the PRC;
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1

“Public Offering Documents
“QIBs”

“Railway Engineering Corps”
“Regulation S”

“Restructuring”

“Restructuring Agreement”

“Retained Operations™

“RMB” or “Renminbi”
“Rule [44A”

“SAFE”

“SAIC” or “State Administration
for Industry and Commerce”

“SASAC”

‘(SAT!!

“SAWS”

“SEPA”

“SETC” or ““State Economic and

Trade Commission”

“SFC”

the Prospectus and the Application Forms;

qualified institutional buyers as defined in Rule 144A;

The Railway Engineering Corps of the People’s Liberation Army;
Regulation S under the U.S. Securities Act;

the restructuring of CRCC, the particulars of which are described in
“Restructuring” and “Appendix I1X — Statutory and General

Information — The Restructuring” in this Prospectus;

the agreement dated 5 November 2007 entered into between CRCCG
and the Company relating to our Restructuring;

the equity interests in five BOT projects retained by CRCCG together
with certain ancillary operations retained by CRCCG pursuant to our
Restructuring, which are more particularly disclosed in  “Relatienship
with CRCCG” and “Connected Transactions” in this Prospectus;
Renminbi Yuan, the lawful currency of the PRC;

Rule 144A under the U.S. Securities Act;

State Administration of Foreign Exchange of the PRC
(FEARIAERF S ETERE);

the State Administration for Industry and Commerce of the PRC
(PEARCNRER THTEERAR),
State-owned Assets Supervision and Administration Commission of the

State Council (BHFREFTHREEREERZRG);

State Administration of Taxation of the PRC
P ARSERXBEARE),

State  Administration of Work Safety of the PRC
(PEARIMARRZZ2EE L EERER),

State Environmental Protection Administration of the PRC

(FEARFPEERRARBAR);

the former State Economic and Trade Commission of the PRC

FEEARSAABFEWHREAS),

the Securities and Futures Commission of Hong Kong;
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DEFINITIONS

“SFO” or “Securities and

Futures Ordinance”

“Share Registrar”
“Shares”

“Special Regulations”

“State-capital-injection land”

“State Council”
*substantial shareholder”

“Supervisors”

“Tenth Five-Year Plan”

“Track Record Period”

“Underwriters”

“Underwriting Agreements”

“United States” or “U.8.”

“U.S. Securities Act”

“U.8.8” or “US dollars”

“VAT”

the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong), as amended, supplemented or otherwise modified from
time to time;

Computershare Hong Kong Investor Services Limited;
the Domestic Shares (including A Shares) and the H Shares;

the Special Regulations of the State Council on the Qverseas Offering

and Listing of Shares by Joint Stock Limited Companies
(BB B B Y R A PR B3R M SRR MR 2 E TR RIRRE ),

promulgated by the State Council on 4 August 1994, as amended,
supplemented or otherwise modified from time to time;

aliocated land held by certain state-owned enterprises that may, on a
discretionary basis, be injected by the State into those enterprises as

capital investment for incorporation into a joint stock company in return
for shares;

the State Council of the PRC (PEEARILHI [ B ET);

has the meaning ascribed to it in the Hong Kong Listing Rules;

the supervisors of the Company;

the Tenth Five-Year Plan for National Economic and Social
Development (2001-2005) promulgated by the State Council at the

Ninth NPC in 2001,

the period comprising the three years ended 31 December 2006 and the
eleven months ended 30 November 2007;

collectively, the Hong Kong Underwriters and the International Offering
Underwriters;

collectively, the Hong Kong Underwriting Agreement and the
International Underwriting Agreement;

The United States of America;

the U.S. Securities Act of 1933, as amended, and the rules and
regulations promulgated thereunder;

United States dollars, the lawful currency of the United States;
value-added tax;
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“White Form eIPO” the application for Hong Kong Public Offer Shares to be issued in the
applicant’s own name by submitting applications online through the
designated website of White Form ¢]PO www.eipo.com,hk;

“White Form eIPO Service the White Form eIPO service provider designated by the Company, as
Provider” specified on the designated website www.eipo.com.hk; and
“WTO” The World Trade Organization.

For ease of reference, the names of the PRC established companies or entities, laws or regulations have
generally been included in this Prospectus in both the Chinese and English languages and in the event of any
inconsistency, the Chinese language version shall prevail.
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GLOSSARY

This glossary contains explanations of certain technical terms used in this Prospectus in
connection with our Company and its business. Such terminology and meanings may not correspond to
standard industry meanings or usages of those terms.

“ballast”

“ballast cleaning machine”

“ballast-mixing vehicle”

i‘BOO”

“BOT”

“box girder bridge”

uBTn

*“cable-stayed bridge”

?

*“cargo transportation volume’

*cargo turnover volume”

broken rocks placed on road beds, bridges, tunnel floors and between
railway sleepers and tracks to fix the track, sustain weight and reduce
traffic-induced noise;

a large track maintenance machine used for digging ballast, filtrating
residue and dust, and filling ballast;

a large track maintenance machine used to evenly distribute the ballast
onto the track bed by central plough, side plough and wing plough as per
technical requirements;

Build-Own-Operate, a mode of business in which a project company
builds and operates a property project pursuant to the concession rights
granted by the government,

Build-Operate-Transfer, a mode in which government or local
authorities grant the rights to an enterprise by concession agreement to
undertake the financing, construction, operation and maintenance of a
construction project. Upon expiry of the concession period, the relevant
facilities will be transferred back to the contracted government autherity
at nil consideration;

a type of bridge mainly for accommodating bends in which box-shaped
girders are the principal support of the weight, A series of holes in the
girders are supported along a row of several abutments;

Build-Transfer, a variant of BOT in which the contractor undertakes the
financing of construction expenditures and transfers the project back to
the proprictor upon completion and inspection for acceptance. The
proprictor will compensate the contractar for such construction
expenditure and financing costs in installments pursuant to agreement;

a type of bridge in which one or more principal towers are affixed with

cables to support the body of the bridge. The towers above the bridge
support numerous cables that pull diagonally to support the girder;

weight of freight actually delivered and discharged at destination by a
transport mode within a specific period;

total traffic of freight actually delivered by a transport mode multiplied
by the corresponding traffic distance within a specific period;
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“China Civil Engineering Zhan
Tianyou Award”

*“construction contracting”

“consultancy”

“design”

k)

*dynamic stabilizing machine’

“engineering, procurement and
construction, or EPC”

‘LENRH

“four-electrification”

“Four Excellence”

a prestigious civil engineering award in the PRC recognizing technical
innovation, which is assessed once every two years by the China Civil
Engineering Society and the Zhan Tianyou Civil Engineering
Technology Development Fund Committee. The scope of the award
includes buildings and civil construction projects, bridges, infrastructure
projects, ports, tunnels and subterranean work, geotechnical work,
municipal works and special projects such as maintenance works,
hydropower and nuclear power facilities, and towers and masts;

a method of contracting a part or the whole of the project, by which the
contractor performs the constructions work in accordance with the
construction plan and design supplied by the customers and is generally
only responsible for the construction work. The project owner is
generally responsible for the procurement of raw materials and controls
the project timetable;

the entire process of the provision of consultancy services, based on
independent, scientific and equitable principles, applying multi-
disciplinary knowledge and experience as well as modern technology and
management, for the investment decisions and implementation of
construction and works by government departments and investors;

application of engineering theories and techno-economic approaches,
based on the prevailing technical standards, for conducting ali-round
design (including non-standardized equipment design) and techno-
economic analysis on newly constructed, expansion and reconstruction
projects in respect of their technical process, land construction, civil
works and environmental works; provision of design papers and
blueprints as the basis for construction work;

a large track maintenance machine used for enhancing horizontal
resistance of the railway and the stability of the track bed by means of a
vibration device;

commissioned by the owner to contract the whole process or certain
stages of a project based on the contract including exploration, design,
procurement, construction and trial operations (inspection upon
completion);

Enginecring News Record magazine, a publication that provides news,
analyses, commentary and data about the global construction industry;

communications engineering, signaling engineering, electrical
engineering and electrified engineering;

an important series of awards in the PRC survey and design industry,
recognizing excellence in project survey, project design, construction
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“GFA”

“going out strategy”

“high-speed railway”

“1S0%001:2000”

11 km’!

“Luban Award”

“maglevi,

“metropolitan railways”

“non-ballast track”

“overseas contracting”

standards design and survey and design software at the national,
provincial and ministerial levels. Recipients of national Four Excellence
Awards are assessed by the MOC, while recipients of provincial Four
Excellence Awards are assessed by the Departments of Construction in
the respective provinces;

gross floor area;

a policy formulated by the PRC Government to promote overseas
expansion of Chinese enterprises;

a high-speed railway with speeds over 250 km/h;

a standard for quality management systems maintained by the
International Organization for Standardization (1SO)} and is
administered by accreditation and certification bodies;

kilometer(s);

the PRC Construction and Engineering Luban Award, which is awarded
for outstanding quality in engineering work in the construction industry
in the PRC under two categories, namely, main contractor and key
participants; candidates nominated for this award include PRC
construction enterprises who have provided contractor services in a
domestic construction project that has been completed and has
commenced operation, the recipients of this prize are accessed by the
China Construction Industry Association and approved by the MOC;

meter(s);
square meter(s);
cubic meter(s);

magnetic levitation, a technology utilizing the attraction and repeliing
properties of magnets to float and move vehicles;

for purposes of this Prospectus, metropolitan railways include intra-city
subways and intra-city light rail;

a non-ballast track is one that does not have ballast. It is a low-
maintenance railway structure in which concrete structures transfer the
force;

a method of contracting whereby an international contractor with its
own finance, expertise, labor, equipment, materials, managcment
resources and concession rights, conducts project construction or
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“passenger transportation
volume”

“passenger turnover volume”

“PC beam”

“passenger railway”

“permafrost”

“pile foundation underpinning
technique”

“'PPP”

“project management
contracting”

“railway switch”

“railway repairs in times of war
or military conflict”

provides other commercial services for the developer at fees agreed on
contract terms upon international bidding or tendering or through other
negotiation channels;

actual number of passengers carried by a transport mode within a
specific period;

actual number of passengers carried by a transport mode multiplied by
the corresponding travel distance of the passengers within a specific
period;

abbreviation of concrete box girder, a major pre-cast component for light
railways to perform both load-bearing and railway functions. The PC
girder accommodates the variance of bends and slopes by techniques
other than multiple straight-line segments to simulate the effect of
curved lines (Precast Concrete Segment);

railway systems that are dedicated to passenger transportation only with
a speed of more than 160 km/h;

material that contains various rocks and scil at below zero degrees
Celsius. It is very sensitive to temperature;

technology that converts the pile foundation of the affected buildings
into new underpinning structure due to commencement of underground
work, so as to avoid harm to the buildings on the ground;

Public-Private-Partnership, a cooperation model established by
government and private enterprisc or private fund on specific projects
(usually infrastructure construction projects) in which parties to the
projects jointly undertake responsibility and financing risks;

a method of contracting under which a construction enterprise, entrusted
by the owner and as agreed in the contract, undertakes contracting of the
project implementation stage. The non-core works, individual work or
labor service may be subcontracted to correspondingly qualified
professional contractors and correspondingly qualified labor-
subcontractors respectively. Such enterprise shall assume responsibility
for the whole implementation process (except design);

a turnout enabling trains to be guided from one track to another, in
which a single track splits into two tracks;

quick repair and construction of railway during war time (emergency) in
accordance with the relevant requirements of the Laws of National
Defense and Regulations on Transport for National Defense, which
includes: full implementation of policies, regulations and rules on
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“Science and Technology
Advancement Award”

“self-financed contracting”

“shield tunneling”

“survey”

“suspension bridge”

“switch tamping machine”

transport for national defense purposes; exploration, design verification
and inspection upon completion of transport facilities for national
defense; formulation of transport protection plans for national defense;
completion of transport protection for national defense; management
and utilization of transportation assets (including various facilities,
equipment and Tesources} in accordance with relevant national
requirements; and the organization, training and management of
professional transport protection teams for national defense;

this award recognizes achievements in various industries involving the
development of new products and technologies, promotion of new
technology application, production of advanced technology, reform and
enhancement of corporate technology, advancement of technology basis,
key construction work, introduction of key equipment research and
development, absorption of new foreign technology, or in-house
development of innovative technology at the national and provincial
levels. Recipients of national Science and Technology Advancernent
Awards are assessed by the State Council, while recipients of provincial
Science and Technology Advancement Awards are assessed by the
Departments of Science and Technology in the respective provinces;

refers to the developer not prepaying for work or not making monthly
payments according to the progress of the work (not including quality
surcty as stipulated in the contract). The construction company
advances the money to do the work;

shield installed on the surface of the machine to protect it from external
rock pressure, commonly used in long tunnel machinery in exploiting
special geographical locations or water inflow sections and subsequent
segmental installation work;

survey, explore, test, and undertake overall assessment on landscape,
geology and water for planning, design, implementation, operations and
integrated management of the project; provide feasibility assessment and
required information on the exploration results for construction;, carry
out rock exploration, design, management and monitoring activities;

a type of bridge in which the main support comes from towers erected at
both ends of the bridge. The suspension cable between the towers
supports the surface of the bridge. At both ends of the bridge large
anchors or counterweights are placed to hold the ends of the suspension
cables;

a large track maintenance machine used in construction, alignment and
fixation of the railways and switches, and tamping of the two sides of the
track;
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“tamping machine” a large track maintenance machine used in the maintenance of ballast
track structures, performing the functions of fixation, alignment, and
tamping;

“TBM” tunnel boring machine, a large-scale machine used to excavate a tunnel,

from drilling, moving ahead, and clearing to completion;

“track bed” a section that transfers the weight from the movement of trains on tracks
evenly to the read bed; and

“turnkey contractot” a contractor who is responsible for the whole process of design,
procurement, construction and installation work in a project. When
transferred to the proprictor, a turnkey project is fully ready for use,
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FORWARD-LOOKING STATEMENTS

We have included in this Prospectus forward-looking statements. Statements that are not historical
facts, including statements about our intentions, beliefs, expectations or predictions for the future, are forward-
looking statements.

These forward-locking statements include, without limitation, statcments relating to:
e  our business prospects;
e our future debt levels and capital needs;

» future developments, trends and conditions of the infrastructure construction and real estate
development markets in China and the world;

®  our strategics, plans, objectives and goals;

e general economic conditions;

e changes to regulatory or operating conditions in the market in which we operate;
®  our ability to reduce costs;

®  capital market developments;

® the actions and developments of cur competitors;

® certain statements in “Financial Information” with respect to trends in prices, volumes,
operations, margins, overall market trends, risk management and exchange rates; and

¢ other statements in this Prospectus that are not historical fact.

In some cases, we use the words “aim”, “anticipate”, “belicve”, “continue”, “couid”, “expect”,
L2 I Y1 L 11 LI 11

“intend”, “may”, “plan”, “potential”, “predict”, “project”, “propose”, “seek”, “should”, “will”, “would” and
similar expressions to identify forward-looking statements.

These forward-looking statements are based on current plans and estimates, and speak only as of the
date they are made. We undertake no obligation to update or revise any forward-looking statement in light of
new information, future events or otherwise. Forward-looking statements involve inherent risks and
uncertainties and are subject to assumptions, some of which are beyond our control. We caution you that a
number of important factors could cause actual outcomes to differ, or to differ materially, from those
expressed in any forward-looking statement.

Due to these nisks, uncertainties and assumptions, the forward-looking events and circumstances
discussed in this Prospectus might not occur in the way we expect, or at all. Accordingly, you should not place
undue reliance on any forward-looking information. All forward-looking statements contained in this
Prospectus are qualified by reference to this cautionary statement.
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RISK FACTORS

You should carefully consider each of the risks described below and all of the other information
contained In this Prospectus, including the Accountants’ Reports included in Appendix I to this
Prospectus, before deciding to invest in the H Shares. You should pay particular attention to the fact that
we are a PRC incorporated company and are governed by a legal and regulatory environment which in
some respects may differ from that which prevails in other countries. Any of these risks mentioned in this
section could have a material adverse effect on our business and financial condition. The trading price of
H Shares could deeline due to any of these risks and you may lose all or part of your investment.

We believe that there are certain risks involved in our operations; many of these risks are beyond our
control. These risks can be categorized as: (i) risks relating to our business operations; (ii) risks relating to our
industry; (iii) risks relating to the People’s Republic of China; and (iv) risks relating to the Global Offering.
Additional risks and uncertainties not presently known to us, or not expressed or implied below, or that we
deem immaterial, could also harm our business, financial condition and operating results,

RISKS RELATING TO OUR BUSINESS OPERATIONS

Actual overall visks or costs of our contracts may exceed our initial evaluation and lead to cost
overruns, resulting in a reduction in revenues, lower profitability or even losses on such contracts.

We base a number of our contracts in part on cost estimates that are subject to a number of
assumptions, including assumptions about future economic conditions, the cost and availability of labor and
materials, and subcontractors’ performance. However, these assumptions may prove to be inaccurate. In
addition, we usually make assumptions about the utilization rates of our facilities when submitting the bids.
These assumptions for the utilization rates of our facilities may result in inaccurate cost forecasts if changes in
construction standards occur. Moreover, we may not be able to reduce our costs through our cost management
scheme and any deficiencies in internal cost control or unreasonable price increases for the raw materials could
result in cost overruns.

We currently generate, and expect to continue to generate, a substantial portion of our revenues from
fixed-price contracts. The terms in these contracts require us to complete a project for a fixed price and
therefore expose us to cost overruns. Cost overruns, whether due to inefficiency, inaccurate estimates or other
factors, result in lower profit or a loss on a project. As a result, we will only realize profits on these contracts if
we successfully estimate our project costs and avoid cost overruns. Other variations and risks inherent in the
performance of fixed price contracts such as delays caused by inclement weather, technical issues, and any
inability to obtain the requisite permits and approvals, may cause our actual overall risks and costs to
substantiaily differ from our original estimates despite any buffer we may have built into our bids for increases
in labor and material costs. We cannot guarantee that we will not encounter cost overruns or delays on our
current and future construction projects. If such cost overrun or delays occur, we could experience an increase
in costs exceeding our budget or be required to pay liquidated damages with a consequent reduction in, or
elimination of, the profits on our contracts.

Some of our construction contracts contain price adjustment clauses, which allow us to reclaim
additional costs incurred as a result of unexpected increases in raw material costs. However, we are typically
required to bear a portion of the increased cost. From time to time, we may be required to perform extra or
“change order” work under our contracts despite the absence of prior agreements with our customers on the
scope or price of the work to be performed. See “ — Risks relating to our industry — We are exposed to risks
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RISK FACTORS

associated with entering into public construction contracts”. This process may result in disputes over whether
the work performed is beyond the scope of the work included in the original project and specifications, or over
the price the customer is willing to pay for the extra work. Even when the customer agrees to pay for the extra
work, we may be required to fund the cost of such work for a lengthy period of time until the change order is
approved and funded by the customer. In addition, any delay caused by the extra work may impact the
progress of our projects and our ability to meet specific contract milestone dates. We may also incur costs due
to unapproved construction change orders or contract disputes. We cannot assure you that we will be able to
invoice or recover the cost for the extra or change order work in full or at all, which may lead to business
disputes, or may otherwise adversely affect our business, financial condition, results of operations and
prospects. In addition, the performance of extra work may cause delays in our other project commitments and
may have a negative impact on our ability to meet specified deadlines.

We rely on third parties to complete some of our construction projects, which may be adversely affected
by the sub-standard performance or non-performance of such third parties.

In order to minimize the need to employ a large workforce that includes skilled labor in different
specialized areas and semi-skilled labor, and to maximize our cost-efficiency and flexibility, we typically
engage third-party subcontractors to perform a portion of the work under our contracts. However, we may not
be able to monitor the performance of these subcontractors as directly and efficiently as with our own staff. In
addition, our inability to hirc qualified subcontractors coutd hinder our ability to complete a project
successfully. We may also suffer losses on contracts if the amounts we are required to pay for subcontractors
exceed our original estimates. Outsourcing exposes us to risks associated with non-performance, delayed
performance or sub-standard performance by subcontractors or third parties. As a result, we may experience
deterioration in the quality or delivery of our construction projects, incur additional costs due to the delays or
at a higher price in sourcing the services, equipment or supplies in default, or be subject to liability under the
relevant contract for our subcentractor’s performance. Such events could impact upon our profitability,
financial performance and reputation, and result in litigation or damage claims.

We may experience delays or defaults in accounts receivable, progress payments or the release of
retention money by our customers.

Like other large-scale construction companies in China, we typically reccive progress payments from
our customers with reference to the value of work completed at specified milestone dates, as well as receive
final payments upon completion of the entire project. Therefore, we not only generate accounts receivable
after completion of a specific project, but also from time to time when the construction is in progress.

In addition, we usually either secure a letter of credit issued by a licensed commercial bank or a portion
of the contract value is usually withheld by the customer as retention money, normally 5% to 10%, to be paid
or released after the warranty period (generally one to two years after completion of the relevant project). As
of 30 November 2007, the total amount of rctention money withheld by our customers was
RMBS35,522.2 million,

The rate of guaranteed funding for our government-funded projects is generally higher despite the
possibility of late payment settlement resulting from changes in the government’s estimates or delayed
progress payments. The rate of guaranteed funding we receive for the portion of privately-funded projects we
undertake is lower, which may lead to our inability to receive payment as scheduled. Such events may result in
a large amount of accounts receivable and may impact our cash flow, particularly as we have to expend
resources in advance of payment. As of 31 December 2006 and 30 November 2007, our trade and bills
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receivables (including retention money receivable) were RMB24,001.1 million and RMB27,609.2 million,
respectively. Given that we are often required to commit resources to projects prior to receiving payments
from customers, we are often required to maintain sufficient working capital.

In the event that we encounter delays or defaults in the payments of our accounts receivable or progress
payments by customers, we may be required to make a working capital investment to maintain our day to day
operations. We cannot assure you that the accounts receivable, progress payments or retention money will be
remitted to us by our customers on a timely basis or that delays or defaults in payment will not affect our
financial condition and results of operations.

Projected revenue amounts reported in our backlog may decline and may not vesult in actual revenue or
translate into profits.

Backlog represents our estimated contract value of work to be completed as of a certain date. Backlog
is not a measure defined by generally accepted accounting principles and backlog may not be indicative of
future operating results. See “Business — Backlog”. The contract value of a project represents the amount we
expect to receive assuming our performance is in accordance with the terms of the contract. As of
31 December 2006 and 30 November 2007, our backlog was approximately RMB202.5 billion and
RMB302.1 billion, respectively. Many of our contracts do not require our customers to purchase a minimum
amount of services and are terminable on short notice. Projects may remain in our backlog for an extended
period of time. In addition, project cancellations or adjustments to the scope of the projects in our backlog
may occur from time to time, which could reduce the doliar amount of our backlog and the revenue and profits
we ultimately earn from those contracts. As a result, you are warned against unduly relying on our backlog
information presented in this Prospectus as an indicator of our future earnings,

Our construction business involves inherent risks and occupational hazards.

We operate in an industry that involves inherent risks and occupational hazards. We may experience
unexpected difficulties when carrying out our infrastructure construction projects as a result of factors
including, but not limited to, unfavorable weather and geological conditions, high-altitude construction,
underground excavations, failure of employees to follow proper safety procedures and the use of explosives and
large-scale machinery. These risks, hazards and difficultics could result in personal injury, damage 1o or
destruction of properties or production facilities, business interruption, possible legal liability, damage to our
business reputation and corporate image and, in severe cases, fatalities. In the years ended 31 December 2004,
2005 and 2006, the fatality rate per ten billion RMB revenue of our Company was 1.18, 2.27 and 1.35,
respectively.

We cannot assure you that any measures we may take will be sufficient to prevent such work-related
accidents. The occurrence of such incidents may cause damage to our reputation and corporate image, and
could impact our qualifications for construction, business operations and results of operations.

Certain of our businesses expose us te potential liability claims.

We are mainly engaged in the business of constructing large-scale infrastructure projects and the
manufacturing of large track maintenance machinery. Our construction operations involve inherently
hazardous activities such as operations at high-altitudes or in harsh geological conditions, tunnel construction,
use of heavy machinery, and working with flammable and explosive materials. The occurrence of design,
construction, systems or cquipment failures, as well as accidents, fires, explosions, geological catastrophes,
toxic gas leakages and other operating hazards, may result in severe damage and injury to persons, property
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and the environment, losses of lives, or in our being named as defendants in lawsuits asserting claims for
substantial amounts of damages. In addition, many of our contracts are subject to specific completion schedule
requirements and we are subjected to liquidated damages in the event that the construction schedules are not
achieved. If we fail to meet schedule requirements on a project, we may be responsible for the payment of
liquidated damages. We may also face liabilities associated with the subsequent use by our customers or third
parties of facilities we have constructed after the completion of our projects. We normally seek to limit
exposure to such claims through contractual limitations of liability, indemnities from our customers,
subcontractors and suppliers, and insurance as part of our risk management strategy. However, such measures
may not offer us sufficient protection and may be limited by various factors outside our control, including:

® in some of the jurisdictions in which we operate, including China, environmental and workers’
compensation liabilities may be assigned to us as a matter of law and may not be limited through
contracts;

¢ customers and subcontractors may not have adequate financial resources to satisfy their indemnity
obligations to us;

® losses may derive from risks not addressed in our indemnity agreements; and

®  our insurance coverage may not be sufficient because it may not be possible to obtain adequate
insurance against some risks on commercially reasonable terms, or at all.

Insurance policies, in particular, have become increasingly expensive and sometimes very difficult to
obtain.

Moreover, there may be circumstances where we are not fully covered by insurance policies for
environmental liability, third-party liability, business interruption or loss of profit arising from disruptiens of
our operations such as accidents al our construction sites or facilities, demonstrations and protests by our
workers or third parties. Failure to effectively cover ourselves against these risks for any of the above reasons
could expose us to substantial costs and potentially lead to significant losses. Additionally, the occurrence of
any of these risks may harm our reputation, which may inhibit our ability to win future projects.

Some of our operations are less profitable, and we may not be able to continue developing new
operations that generate kigher levels of profit in the future.

Some of our infrastructure construction projects yield a lower level of profit, such as the conventional
construction projects, public infrastructure projects, and landmark projects. We are often affected by
government policies when we undertake major public infrastructure construction projects. As public spending
on such projects may be restricted due to governmental policies on public spending, profits generated from
these projects may be limited. In addition, we may from time to time undertake various landmark projects
involving high costs, high precision requirements, tight construction schedules and substantial capital
investments, as well as the need to acquire new, expensive machinery and equipment, which collectively lead
to increased capital expenditure. The undertaking of low-profit projects may expose us to short-term losses and
could adversely affect our profit-generating abilities. In addition, the increased use of subcontractors is likely
to further erode our profitability. Our efforts to oversee cost management, make improvements to our
technology and develop new operations to increase our profits may not be successful, and we may be unable to
effectively increase the profits generated from the foregoing projects in our core operations.

Furthermore, we may not be able to continue developing new projects with high profit margins. For
example, we plan to expand our operations in real estate development, with an emphasis on commercial real
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estate. We intend to further expand our overall land reserves and our scale of operations by forming strategic
altiances and carefully selecting projects with promising prospects, with the aim of benefiting from synergies
and economies of scale and thus strengthening our market presence. See “Business — Other businesses and
capital investments — Our other businesses — Real estate development” for details of our new real estate
development projects. However, we cannot give any assurance that our strategic plan will be successful. See
“ — Our real estate development operations are subject to the influence of macro-economic control measures
and intense competition and involve numerous complicated procedures,”

The development and utilization of new technology may not always produce positive results.

We are often engaged to underake large, complicated projects that require us to design and develop
new technology and construction methods, because of our leading position in the domestic industry with
respect to technologies we have been able to develop, which could strain our research and development
resources. The use of new technology and construction methods could also result in experimental failures,
increased costs, unstable conditions, affecting the profitability of some of our projects.

Our large track maintenance machinery manufacturing operations may be exposed to the visk of
termination of our partnerships or increased competition,

We import machinery manufacturing technology from our foreign partners and conduct further
research and development activities on such technology to meet domestic production requirements for large
track maintenance machinery, thereby improving our own research and development capabilities. Any
termination in our relationships with our foreign partners may have a negative impact on the future
development of technelogy for our large track maintenance machinery manufacturing operations.

The domestic market for our large track maintenance machinery is limited to the maintenance of
existing railway tracks, and relies primarily on procurement from the MOR and a small number of railway
operators. We are currently the dominant player in the domestic market for large track maintenance
machinery in terms of market share; however, the relevant government agencies plan to implement policies to
support other industry players, which could potentially reduce our advantages and competitiveness upon
successful implementation of such policies. Moreover, our products, which are manufactured using imported
technology, are restricted from being exported to overseas markets and we cannot guarantee that our current
efforts to develop an international market for products using our proprietary technology will be successful. In
addition, our manufacturing operations may be affected if this market reaches saturation, our customers
change their procurement policy or domestic demand for our large track maintenance machinery products is
reduced.

Our capital investment operations require significant amounts of investment. The projects we invest in
may not generate the profit we expect.

We plan to develop our business in capital investment, which mainly includes BT, BOT, BOO and
PPP. We believe that infrastructure construction projects completed on a BT or BOT basis will be increasingly
common in China and become an important element in the continued development of China’s infrastructure
industry, However, economic benefits and costs associated with the investment in these projects are difficult to
evaluate. The risks associated with bidding for and undertaking BOT and PPP projects can also be substantial,
including the risk of an incorrect forecast regarding revenue to be derived from the use of the constructed
facility at the bidding state, and the risk of extended exposure to fluctuating economic conditions. Any
incorrect forecast could have a negative effect on our resulis of operations. In addition, we may also encounter
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risks associated with the costs and utilization of management and monitoring resources as well as operating
revenue risk for BOO projects. Growth in BOT, BOO and PPP infrastructure projects may require increased
private sector participation. Investment by the private sector in these projects depends on the potential returns
from these projects and is therefore linked to government policies relating to private participation. Any
changes in government policies could subsequently lead to reduced capital investment in the infrastructure
sector by the private sector, consequently affecting our business and results of operations.

We may also be required to make substantial working capital expenditure over extended periods if we
undertake BT, BOT or other capital investment projects without any guarantee of return, which may adversely
impact our cash fiow. In addition, because the occurrence of BT and BOT projects in China’s infrastructure
industry is relatively recent, the governing laws and policies are retatively new and may change from time to
time, and our experiénce in dealing with risks associated with BT and BOT projects is limited. Failure to
successfully execute, evaluate or handle capital investment projects as planned may adversely affect our
financial condition and results of operations.

We may be unable to continue to procure an adequate supply of raw materials and energy supplies at
acceptable prices and quality in a timely manner.

Our successful operations depend on our ability to obtain from our suppliers sufficient quantities of raw
materials, energy supplies and other commodities at acceptable prices and quality in a timely manner. We are
exposed to the market risk of fluctuations in certain commodity prices for raw materials such as steel, cement,
explosives, admixture, track materials, waterproofing materials, and other construction materials utilized in
our infrastructure construction business as well as for steel and electronic parts utilized in our machinery and
equipment manufacturing business. The price and availability of such raw materials may vary significantly
from year to year due to factors such as China’s import restrictions, consumer demand, producer capacity,
market conditions and costs of materials. In particular, steel and cement, which are critical to our operations,
are subject to substantial pricing cyclicality and periodic shortages in China. We are also affected by increases
in energy prices, including electricity and fuel prices, for the operation of our machinery and equipment.

We do not have long-term contracts with all of our suppliers or guarantees of supply. As such, we
cannot assure you that we will be able to continue to obtain sufficient amounts of raw materials from our
existing suppliers or from alternative sources at prevailing or acceptable prices, in a timely manner, or at all.
We can give no assurance that we will not encounter difficulties in obtaining quality materials or shortages of
raw materials, or that we will be able to absorb any increased raw material prices or pass them on to our
customers.

Our business and operations require significant and continuous capital investment. We cannot assure
you that we will be able to raise sufficient capital in a timely and reasonable manner.

Our operations are generally capital intensive. Prior to receiving funding for our construction work, we
regularly make capital expenditure to expand our operations, purchase and maintain our equipment, increase
our operating efficiency, develop new technologies and products, and comply with applicable laws and
regulations, all of which result in high fixed costs and require significant capital investments. Our capital
expenditures were RMB3,293.3 million, RMB3,541.5 million, RMB6,576.3 million and RMB10,328.5 million
for the years ended 31 December 2004, 2005 and 2006 and for the eleven months ended 30 November 2007,
respectively. Qur estimated capital expenditure budget for 2008 is approximately RMB10,030.0 million.

We have in the past funded our capital expenditure primarily with cash generated from our operations
and through long-term bank loans. We cannot assure you that cash generated from our operations will be
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sufficient to fund our development and expansion projects. If we are unable to secure sufficient external funds
when required, we may not be able to fund necessary capital expenditure. The availability of external funding
is subject to various factors beyond our control, including governmental approval, prevailing capital market
conditions, credit availability, interest rates and the performance of each of the businesses we operate. The
interest rates of Renminbi loans have continued to increase since October 2004, For example, the prime rate
of a one-year bank loan was increased from 5.58% in October 2004 to 7.29% in November 2007. If the PBOC
continues to increase the interest rates in an effort to slow the economic development in China, our funding
costs will be increased and our access to funding may be limited to a greater extent.

The level of our indebtedness and interest payment obligations may limit our financing capabilities.

Our substantial indebtedness may affect our ability to secure funding for various projects, including
current and future projects. We have relied upon both short-term and long-term borrowings to fund a portion
of our capital expenditure and operations and we expect to continue to do so in the future. As of 31 December
2006 and 30 November 2007, our total borrowings amounted to RMBI17,240.4 million and
RMB25,800.7 million, respectively, our ratio of total borrowings to total assets was 13.8% and 16.6%,
respectively, and our gearing ratic was 82.4% and 83.9%, respectively.

We recorded net current liabilities of RMB1,896.0 million, RMB881.6 million, RMB1,887.7 million
and RMB6,490.3 million as of 31 December 2004, 2005, 2006 and 30 November 2007, respectively. We had
net current liabilities as of each of these batance sheet dates primarily due to our large amounts of borrowings,
comprising mainly short-term borrowings from commercial banks in China. We have historically repaid a
significant portion of these short-term loans by rolling over the loans on an annual basis.

In addition, we may incur additional debt to fund our planned capital expenditure and future projects.
The level of our indebtedness and the amount of our interest payments could limit our ability to obtain the
financing required to fund future capital expenditure and working capital. A shortage of such funds could in
turn impose limitations on our ability to plan for, or react effectively to, changing market conditions or to
expand through organic and acquisitive growth, thereby reducing our competitiveness.

There is no assurance that we will continue to benefit from preferential tax treatment in China.

Prior to 1 January 2008, except for a number of preferential tax treatment schemes applicable to
various enterprises, industries and locations, business enterprises in China were subject to a corporate income
tax rate of 33% under the relevant PRC Corporate Income Tax Law. On 16 March 2007, China passed a new
corporate income tax law, imposing a tax rate of 25% on new businesses. The new law ook effect on 1 January
2008. Business enterprises enjoying preferential tax treatment that was extended for a fixed term prior to
1 January 2008 will still be entitled to such treatment until such fixed term expires, Some of our subsidiaries
and jointly-controlled entities are entitled to preferential tax treatment, allowing us to enjoy a lower eflective
tax rate that would not otherwise be available to us. We cannot predict to what extent the new tax rate will
impact the preferential tax treatment enjoyed by our Company and its members, nor can we predict any future
effective tax rates. To the extent that there are any changes in, or withdrawals of, our preferential tax
treatment, or increases in the effective tax rate, our tax liability may increase correspondingly.

We may nort be able to expand further into or operate successfully in markets outside of China.

We are exploring business opportunities in sclected foreign markets and strategically expanding the
global footprint of our overseas operations. Expansion into new markets outside of China exposes us 1o
substantial risks such as differences in general business environment, high entry barriers for foreign players,
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established incumbent players in these markets, legal and regulatory requirements, potentially adverse tax
consequences, insufficient operating experience in new markets licensing regimes, tendering regimes, payment
and business practices, local competition and protectionism. We cannot assure you that we will be able to
further expand into or operate successfully in markets outside of China.

Moreover, we have been operating part of our construction business outside of China, including in
developing or less developed countries and regions that are subject to changing economic and political
conditions beyond our control. We currently have operations in more than 60 overseas countries and regions
including Nigeria, Algeria, Saudi Arabia, the United Arab Emirates, Tanzania, Botswana and Hong Kong.
For the year ended 31 December 2006 and the eleven months ended 3¢ November 2007, 2.3% and 3.4%,
respectively, of our revenue was generated from our work on projects located in these foreign countries and
regions. Approximately 20.8% and 38.7%, respectively, of our projected backlog during the same periods
consisted of backlog derived from our overseas construction projects. We expect that a significant amount of
our revenue and profits will continue to be derived from our overseas projects in the foresecable future. As a
result of our overseas operations, we are exposed to various risks associated to conducting business in foreign
countries and territories that include, among other factors:

e political risks, including risks of loss due to civil unrest, acts of terrorism, acts of war, regional and
global political or military tensions and strained or altered foreign relations;

®  cconomic, financial and market instability and credit risks;

®  abrupt changes in foreign government regulations or policies;

e preferential treatments or corrupt business practices;

e  expropriation and nationalization of our assets in foreign countries;
e foreign currency controls and fluctuations;

& tax increases or adverse tax policies;

® trade restrictions;

e sanctions imposed by certain countries against transactions with other countries in which we
conduct business which may limit our ability to obtain funding for certain overseas projects;

e discrimination against cthnic Chinese or protectionism against Chinese companies;
e  competition from other international large-scale construction companies;

®  economic sanctions;

¢  adverse labor conditions;

e  potential disputes with foreign partners, customers, subcontractors or suppliers;

e  cyclical nature and demand of international construction markets; and

e lack of a well-developed or independent legal system in the foreign countries in which we have
overseas operations, which may create difficulties in the enforcement of contractual rights.

As our overseas operations are susceptible to changes in the overseas countries’ respective local
economic, political and regulatory environments as well as changes the global economy, a variety of factors,
many of which are beyond our control, could significantly affect the profitability and growth of these
operations. Any slowdown or downturn of the global economy could result in reduced infrastructure spending,

44




RISK FACTORS

which could in turn affect our overseas operations. In addition, we are often required to deploy management
resources and personnel to high-risk areas where our overseas p'rojccts are located. As such, we may incur
substantial costs to implement safety and security measures 10 protect our personnel and assets. Such
measures may not always be adequate. Our leve] of exposure to certain risks varies with respect to each
project, and is dependent on the particular work stage of each project. Any of the above factors could lead to,
amongst others, project disruptions, losses of personnel and assets, which could harm our international
business operations, overall financial condition and profitability.

We have in the past conducted and will in the future continue to conduct infrastructure construction
operations in Macau. Recently, individual officials at the Department of Transpert and Public Werks who
were formerly in charge of supervising and awarding construction projects have been under investigation or
sentenced by the relevant authorities of the Special Administrative Region of Macau for bribery and
corruption. These unlawful acts have drawn a high degree of public attention. We cannot assure you that
similar unlawful incidents will not recur, nor can we guarantee that the recurrence of a similar incident will not
affect any of our projects in Macau.

Our operations expose us to inclement weather, acts of God, adverse work envirenments and acts of
terrorism or war.

Qur business operations, particularly our construction business, are mostly conducted outdoors, and are
vulnerable to inclement weather. We may as a result of persistently unfavorable weather conditions be
prevented from performing work at our construction sites, and thereby fail to meet specified milestone dales.
Should we be required to halt operations during such inclement weather, we may continue to incur operating
cxpenses even while we experience reduced revenues and profitability. Moreover, natural disasters and other
acts of God which are beyond our control may adversely affect the economy, infrastructure and communities
in the countries and regions in which we have operations. We also operate in areas that are under the threat of
floods, earthquakes, sandstorms or drought. In the event that any of these natural disasters occur, we may be
forced to stop work on the affected project.

In addition, we conduct our construction work under a variety of conditions, including on difficult
terrain, under harsh site conditions, in busy urban centers where delivery of materials and availability of labor
may be affected and on sites which may previously have been exposed to environmental hazards. Such
conditions may result in personal injuries or fatalities or have a negative effect on our work performance and
efficiency.

Acts of war and lerrorist attacks, including those in foreign countries in which we have overseas
operations, may cause damage or disruption to us, our employees, our subcontractors, our operations, our
cquipment, and our facilities, as well as to our markets, any of which could impact our public image, turnover
and cost of sales. The potential for war or terrorist attacks may also create uncertainty and cause our business
to suffer in ways that we cannot currently predict.

We are a party to certain litigation and legal proceedings. Any unfavorable cutcome may adversely
affect our financial condition and business operations, as well as result in payment of damages.

We may at times either receive claims brought against us by, or assert claims against, our clients,
subcontractors or suppliers involving contract disputes arising from the ordinary course of our business. Claims
brought against us may include claims for the recovery of back charges for breach of contract or delayed
completion, liabilities for defective products or workmanship, or compensation for damage to, or destruction
of, property. Claims brought by us may include claims for the recovery of costs incurred in excess of current
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contract provisions resulting from the performance of extra or change order work. If we are unable to resolve
such claims through negotiation, we may face litigation or arbitration proceedings which can be expensive,
iengthy and disruptive to our normal business operations. The results of complex legal proceedings are often
difficult to predict, Aggregated claims may also result in an adverse impact on our business, financial condition
and results of operations.

Compensation ultimately received from any successful determination of a lawsuit may be significantly
lower than the balances included in our financial statements. Moreover, legal proceedings resulting in
judgments or findings against us may harm our reputation, cause economic losses and damage our prospects
for future contract awards.

Our competitiveness may be reduced if we are unable to adequately protect our intellectual property
rights.

We rely on a combination of patents, copyrights, trademarks, construction methods and contractual
rights to protect our intellectual property. As of the Latest Practicable Date, we held 67 trademarks,
87 patents, 67 National Construction Methods and 351 Provincial Construction Methods in China. We
market our construction business and construction machinery and equipment under the well-recognized brand
name, CRCC, which we believe has been critical to our competitiveness and success. In addition, we have
developed a number of advanced systems, trade secrets, patented technology, construction methods, processes
and other intellectual property, which have enabled us to improve our production efficiency and to secure an
increased number of projects. We cannot guarantee that the measures we have taken will be sufficient to
prevent any misappropriation of our intellectual property, or that our competitors will not independently
develop, or obtain through licensing, alternative technologies that are substantially equivalent or superior
to ours.

China’s intellectual property laws are still evolving and the levels of protection and means of
enforcement of intellectual property rights in China differ from those in other jurisdictions. Enforcement of
our intellectual property rights could be costly, and we may not be able to immediately detect unauthorized
use of our intellectual property and take the necessary steps to enforce our rights in such property. In the event
that the measures taken by us or the protection afforded by law do not adequately safeguard our proprietary
technology and other intellectual property rights, we could suffer losses in revenues and profits due to
competing sales of products and services that exploit our intellectual property. Furthermore, we cannot assure
you that any of our intellectual property rights will not be challenged by third parties. Adverse rulings in any
fitigation or proceeding could result in the loss of our proprietary rights and subject us to substantial liabilities,
or even disrupt our business operations.

The departure of key members of our management team and senior technicians may impact our
business and results of operations, and our inability to attract and retain qualified personnel may limit
our development.

The growth of our business operations is dependent upon the continued service of our senior
management team. The industry experience, extensive expertise and contributions of our executive Directors
and other members of our senior management whose names are set out in “Directors, Supervisors, Senior
Management and Employees” of this Prospectus are essential to our continuing success. We will require an
increasing number of experienced and competent exccutives in the future to implement our growth plans. If
we were to lose the services of any of our Company’s key management members disclosed in this Prospectus
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and were unable to recruit and retain persennel with equivalent qualifications at any time, the management
and growth of our business could be affected.

In addition, our performance and development depend on our ability to employ, train and retain highly
skilled personnel, including design, engineering, and project management and marketing professionals. We
expect that, in order to comply with applicable construction regulations and to complete our construction
projects on time and within budget, we will have to continue 10 train our employees and require additionat
qualified professionals. Demand for employees who have industry-relaled experience and expertise will
increase as our customers increase their capital expenditure and the use of our services. The ability to attract
qualified employees is dependent on the resources available in individual geographic areas and the effect on
the labor supply caused by general economic conditions. We cannot assure you that we will be able to
maintain an adequate skilled labor force necessary for us to operate efficiently and according to project
schedules, nor can we guarantee that labor costs will not increase as a result of a shortage in the supply of
skilled personnel. Failure to attract and retain personnel with technical or marketing expertise may result in
our non-compliance with applicable construction regulations and the inability to prevent misappropriation of
our technology or maintain cur client contacts.

We kave not obtained valid titles or rights to use certain properties that we occupy.

As of 31 December 2007, we or our landlords had not obtained valid title or rights to certain properties
that we occupy or lease. Sec “Business — Properties”. These properties are used primarily for ancillary use as
office buildings. As of 30 November 2007, the value of our properties with defective titles represented
approximately 0.78% of our net asset value. We have applied to the appropriate authorities to obtain the
relevant title certificates, and expect that such title certificates will be obtained by the end of 2008. We cannot
give any assurance that such ownership dispute or claim will not occur or that third parties will not assert any
claims against us for compensation in respect of any illegal and/or unauthorized use of their land.

We may not be able to monitor and deploy internal control measures with respect to our business
operations in an effective and timely manner because of our large number of operating subsidiaries and
their broad range of businesses.

The development of our management and internal control measures has largely coincided with the
expansion of our businesses. Some of our internal control and coordinating measures relating to our operations
may currently be insufficient because we have many subsidiaries, a broad range of businesses and oversized
management. As a resull, competition often arises among our subsidiaries, particularly in the area of
construction work. In addition, we conduct our overseas operations in many countrics and jurisdictions, and
may be governed by different laws, regulations and business practices and cenventions. As a result of our
unfamiliarity with these foreign laws and regulations or our inability to effectively manage the activities of our
overseas subsidiaries, joint ventures or third parties, our overseas operations through these subsidiaries, joint
ventures or third parties (such as local proxy organizations) could expose us to legal risks and liabilities,
including corrupt business practices. Accordingly, as we integrate the operations of our various subsidiaries
and operations, we aim to continue to strengthen our management and internal conirol mechanisms 1o address
such integration issues, through measures such as the integrated management of our financial data, risk
management, consolidation of internal resources, and a uniform information system. However, we cannot
assure you that we will be able to implement internal control mechanisms that will promptly and adequately
respond 1o our expanded scope of operations; nor can we guarantee that our employees will not, in their
personal capacity, act in such a way that contravenes our internal control procedures.
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We will be controlled by CRCCG, our Controlling Shareholder, whose interests may differ from those
aof our other shareholders.

Upon the completion of A Share Offering and the Global Offering, assuming the Over-allotment
Option is not exercised, CRCCG will beneficially own and control approximately 64.4% of our share capital.
Subject 1o the Articles of Association, CRCCG will continue to have the ability to exercise a controlling
influence over the management, policies, business and affairs of our Company by controlling the composition
of our Board, determining the timing and amount of dividend distributions, approving material property
transactions, major overseas investments, approving our annual budgets and amending our articles of
incorporation. We cannot guarantee that CRCCG will not cause us to enter into transactions, to take or fail to
take, any other actions or make decisions that conflict with the best interests of our other sharcholders.
Furthermore, as several of our Directors, supervisors and members of our senior management may scrve
concurrently as managers or officers of CRCCG, there may be appearances of conflicts of interest. See
“Relationship with CRCCG”.

Our limited operating history as a separate entity could affect our operating efficiency and your ability
to evaluate our business and growth prospects.

We were established on § November 2007 as a result of the Restructuring, under which CRCCG
transferred to us substantially all of its assets, liabilities and interests in relation to its construction, survey,
design and consultancy, manufacturing operations and other operations in exchange for an equity interest in us
in the form of statc-owned shares. Accordingly, we have a limited operating history as an independent
operating entity, which may impact your ability to evaluate our business and growth potential. We have
included historical and pro forma financial information in this Prospectus that may not necessarily be
indicative of our future financial condition, results of operations and cash flows. We may also have difficulty
managing our future growth and the increased scale of our operations, as well as developing and maintaining
management and administrative systems, resources and supporting infrastructure sufficient to effectively
manage the operations of our subsidiaries and to keep pace with our planned growth or to handle the
additional responsibilities of becoming a public company.

Our historical dividends may not be indicative of our future dividend policy.

In accordance with the “Provisional Regulation Relating to Corporate Reorganization of Enterprises
and Related Management of State-owned capital and Financial Treatment” (the “Provisional Regulations™)
issued by the MOF, which became effective from 27 August 2002, and the Restructuring Agreement entered
into between CRCCG and the Company, we are to make a distribution to CRCCG (the “Pre-establishment
Distribution”), our sole shareholder prior to the initial offering of our A Shares, in an amount equal to the net
profit attributable to shareholders for the period from | January 2007 to 5 November 2007 (the date on which
the Company was incorporated}.

In addition, pursuant to the resolution of a shareholders’ meeting dated 30 November 2007, our sole
shareholder, CRCCG, has resolved to make a special distribution to itself, as our sole shareholder, in an
amount equal to the net profit of our Company for the period from 6 November 2007, the date immediately
after the date on which the Company is incorporated, to 30 November 2007 (the “Special Dividend™). The
net profit of our Company for the Pre-Establishment Distribution and the Special Dividend in aggregate will
be determined based on the audited accounts prepared in accordance with PRC GAAP for the eleven months
ended 30 November 2007, after giving effect to relevant necessary adjustment. The total aggregate amount of
the Pre-establishment Distribution and the Special Dividend is RMB2,423.9 million. We will publish an
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announcement of the final amount of the Pre-establishment Distribution and the Special Dividend prior to the
payment of the Pre-establishment Distribution to CRCCG.

Holders of our H Shares under the Global Offering will not be entitled to the Pre-establishment
Distribution and the Special Dividend. CRCCG is the only shareholder entitled to the Pre-establishment
Distribution and the Special Dividend. In addition, any distributable profits available for distribution to our
shareholders after the Global Offering will exclude the Pre-establishment Distribution and the Special
Dividend. The payment of Pre-establishment Distribution and the Special Dividend may adversely impact the
total value of our assets and your investment.

The Pre-establishment Distribution and Special Dividend are not indicative of the dividends that our
Company may declare or distribute in the future. We cannot guarantee whether and when any dividends will
be paid in the future and the amount of dividends that we may have declared historically is not indicative of
the amount of dividends that we may pay in the future. Details of our Company’s dividend policy after
completion of the Global Offering are set out in the section headed “Financial Information — Dividend
policy”. The declaration, payment and the amount of any future dividends are determined at the discretion of
our Board and will depend upon general business conditions and strategies, our financial results and capital
requirements, the interests of our shareholders, taxation conditions, statutory and reguiatory restrictions and
other factors that our Board deems relevant.

We may not be able to detect and prevent bribery or other misconduct committed by our employees or
third parties.

There have been a number of publicized cases involving bribery or other misconduct by employees or
third parties, including our subcontractor, in recent years. Bribery and other misconduct by employees or third
parties may be difficult to detect and deter and could subject us to litigatien or harm our reputation. Although
we are increasing our efforts to detect and prevent employee and third party misconduct, it is not always
possible to detect or deter such activities, and the precautions we take to detect and prevent these activities
may not be effective in all cases, particularly as we expand intc overseas jurisdictions. We cannot assure you
that any employee or third-party misconduct, whether involving past acts that have gone undetected or future
acts, will not have a material adverse effect on our business, results of operations and financial condition.

RISKS RELATING TO OUR INDUSTRY
The PRC Government may reduce public spending on infrastructure construction.

Our construction operations, which constitute our core business, primarily focus on infrastructure
construction, such as the construction of transportation infrastructure, logistics systems and commercial
properties. For the year ended 31 December 2006 and the eleven months ended 30 November 2007, our
revenue derived from our construction operations before inter-segment elimination accounted for 94.7% and
93.9%, respectively, of our total revenue before inter-segment elimination in the same period. Qur largest
customers are the business entities, such as project companies, established and directed by the central and
local governments of the PRC. The future growth of the infrastructure construction industry in China depends
primarily upon the continued availability of major infrastructure projects. The nature, extent and timing of
these projects will, however, be determined by the interplay of a variety of factors, including the PRC
Government’s spending in the infrastructure construction industry in China and the general conditions and
prospects of China’s economy. Since the majority of the {unding for the infrastructure construction projects in
China comes from governmental budgets, implementation of the projects relies to a significant degree on the
PRC Government's public policy and spending. Changes in public policy or governmental budgets may
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therefore have an impact on our business operations and financial performance. In addition, our survey, design
and consultancy business and large track maintenance machinery manufacturing business are also affected by
the foregoing factors. As a result, any changes in the governmental budgets, public spending and public
policies of the PRC Government could have an impact on our other main businesses.

The PRC Government’s spending on infrastructure has historically been, and will continue to be,
cyclical in nature and vulnerable to China’s economic growth and direction. The PRC Government has, in
recent years, implemented various policies in an effort to control the growth rate of certain industries and to
limit inflation, which has impacted upon the level of public spending on infrastructure construction projects. A
significant decrease in public spending on infrastructure construction in China could reduce the number of
available construction projects and thus reduce the market demand for our core business.

We are exposed to risks associated with entering into public construction contracts.

We are a provider of infrastructure construction and design services mainly to the business entities,
such as project companies, established and directed by the central and local governments of the PRC and are
therefore exposed to risks associated with public construction contracts. For example, many of our contracts
with such governmental bodies are for large and high profile infrastructure projects, which can result in
increased political and public scrutiny of our work. Changes in government budgets and policy considerations
could result in delays or changes to these projects because these projects are publicly funded. In addition,
disputes with the business entities established and directed by the PRC Government could potentially lead to
contract termination if unresolved or may take a considerably longer period of time to resolve than disputes
with our private sector counter parties, and payments from the business entities may be delayed as a result.
Such business entities may from time to time require the construction methods or equipment utilized to be
changed, directing us to reconfigure our designs or purchase machinery and equipment for the relevant project,
thereby subjecting us to additional costs. Changes to government budgets and policies relating to our projects
could lead to delays in project completion, adverse changes to such projects or a withholding of, or delay in,
payments to us. Government agencies generally exercise significant discretion in the performance of their
contracts with us. If a public or governmental entity terminates or fails to renew a contract with us, our
backlog may be reduced. See “Business — Backlog™.

Moreover, significant government pricing oversight and control limit our ability to obtain favorable
prices for our services and products relating to infrastructure construction projects such as railway and
highway construction projects. Government agencies such as the MOR and the Ministry of Communications
often publish reference prices relating to transportation infrastructure projects as a measure to determine the
maximum amount that may be charged on a project. Any downward adjustment in these reference prices or
failure to increase them sufficiently to offset rising raw material, labor or other costs could reduce our margins
and have a negative effect on our financial condition and results of operations. Qur timited pricing power is
also attributable to the operation of market practice and our dealing with a very limited number of customers
for some of our businesses.

All of the foregoing risks may impair our ability to execute and collect payments on our government
contracts.
Intense competition in the construction industry in which we operate could reduce our market share
and profits.
We operate in a highly competitive construction industry. The number of construction companies in

China has increased in recent years as a result of the growth of the construction sector. The relatively low
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entry barrier to the construction sector where market participants offer labor-intensive construction services to
clients on a contract basis and compete against each other on the basis of low labor costs without utilizing
advanced technologies, and insufficient market regulations can, at times, result in unregulated and fierce
competition. As a result of intense market competition, there may be an increase in the mergers or
restructurings of domestic construction companies under the guidance or encouragement of the PRC
Government or as a result of market trends. Some of our domestic competitors, including state-owned
enterprises and private companies, may therefore merge in the future to become companies of an even larger
scale, and any consolidation of the industry resulting from government policies or market trends may pose new
challenges to us. Without the burden of a long history, emerging private construction companies that are able
to operate at lower costs and with greater flexibility may be able to acquire a larger share of the market. The
PRC Government has issued a number of notices announcing its intention to encourage further competition
within the railway construction industry in China by allowing companies with the relevant prescribed
professional qualifications in the areas of construction, survey, design and consultancy and compliance
certification in other infrastructure industries, such as roads, ports and municipal works, to engage in railway
construction in China. Domestic competitors may also have advantages over us in terms of pricing and bidding
for projects sponsored by local governments that may prefer to contract with locally based contractors. Since
the issuance of these notices, a number of construction companies have begun competing for railway
construction projects, and we expect to face increasing competition from both local and internationat players
in the future.

In addition, as part of its commitment to WTO accession, the PRC Government has in recent years
implemented certain policies to open up the domestic infrastructure construction industry, and foreign
invested companies are now allowed to participate in various types of infrastructure projects, despite certain
qualification restrictions. As a result, we also compete with foreign market entrants in addition to domestic
competitors in our domestic infrastructure construction business and we expect competition from foreign
participants to continue increasing. The ability to compete in our industry depends on numerous factors, such
as capacity, access to capital, management expertise, quality of services, availability of resources and price.
Our foreign competitors may have greater financial, technical, management and/or other resources and may
provide more services than we do, and could possibly form mergers or joint ventures with some of our
domestic competitors or other foreign competitors to our detriment. Qur market position depends on our
ability to anticipate and respond to various competitive factors, including pricing strategies adopted by
competitors, changes in customer preferences, availability of capital and financing resources and the
introduction of new or improved products and services,

We cannot assure you that our competitors will not develop the expertise, experience and resources
necessary to provide services that are superior in quality or price or both to our services, or that potential
changes in the relevant governmental regulations, industry trends or market conditions will not alter the
competitive landscape for our services beyond our projections. During economic downturns that correspond
with decreased government funding for infrastructure construction projects or periods in which there is low
market demand but a simultaneous increase in the number of industry players, competition for available
projects is likely to intensify and may impair our ability to compete at acceptable profit margins. Failure to
maintain or enhance our competitive position within the industry or maintain a customer base at current levels
may result in pressure to reduce prices for our services, and decreased profit margins and loss of market share.
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Our real estate development operations are subject to the influence of macro-economic control measures
and intense competition and invelve numerous complicated procedures.

China’s real estate sector is in its early stages of development and social, political, economic, legal and
other factors may affect its development. A significant downturn in China’s economy could adversely affect
demand in the real estate sector. The PRC Government from time to time implements macro-economic
control measures to guide the orderly development of the real estate sector. Since April 2006, the PRC
Government has announced and adopted a series of measures to control the land, taxes, loans, and sales of real
estate development, as well as to regulate the ratio of newly constructed to existing residential buildings. The
PRC Government intends to intervene in real estate development by increasing supply and reducing demand
as a means of discouraging speculation in real estate investments and controlling unreasonable increases in
housing prices. As the success of our real estate development business depends on the potential and
development of the real estate industry, including our ability to complete and market our real estate
development projects as well as to continue te acquire property, we are directly affected by such macro-
economic control measures. Moreover, if these measures do not effectively control unreasonable price
increases in residential buildings, the PRC Government may implement new policies to further influence its
control of the market. We cannot assure you that any new measures will not adversely affect our real estate
development operations. [n addition, we will be required Lo replenish our land reserves with suitable land sites
for development and our ability to do so is subject to many factors that are beyond our control.

Real estate development also involves numerous complicated procedures, lengthy periods of
development and large investments. In addition, our real estate development operations are smaller in scale
compared to that of our competitors in China, many of whom possess greater financial resources, enjoy greater
economies of scale and broader brand recognition. Moreover, the internal resources of our various real estate
development operations are still subject to ongoing integration. We cannot assure you that our strategy of
developing our real estate development operations will be successful considering the intense competitive
environment in China.

The success of our real estate development business is dependent on whether the PRC property sector
can sustain positive performance. Demand for private residential and commercial properties in China has
grown rapidly in recent years but such growth is often coupled with volatility in market conditions and
fluctuations in property prices. It is not possible to predict whether demand for real properties in China will
continue to grow in the future, as many social, political, economic, legal and other factors may affect the
development of the property market. In addition, interest rate increases in China implemented by the PBOC
have a direct effect on the demand for property, and thus on the real estate development industry. A rise in
interest rates could adversely affect the affordability and attractiveness of mortgage financing to potential
purchase of our properties. As a result, the demand for our real estate development projects may be negatively
affected.

We may not be able to identify, obtain or retain a sufficient number of land sites suitable for our real
estate development operations.

The profitability of our real estate development operations is substantially affected by our ability to
complete and sell our property developments. To grow our business in the future, we also need to identify and
acquire properties for development.

Land supply in the PRC is substantially controlled by the PRC Government and any changes in
government policy may lead to a decrease in land supply for our future projects. In addition, the PRC
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Government regulates the means by which property developers can obtain land for property development. For
example, in May 2002, the PRC Government introduced regulations requiring that land use rights for
residential or commercial property developments be granted through a public tender, auction or listing for
bidding process. As a result, we may have difficulty in continuing 10 acquire sites suitable for our future
property developments at acceptable prices, or at all,

The PRC Government also regulates the manner in which land can be developed. If a site is not
developed pursuant to the terms of the relevant land grant contract, the property developer may be subject to
various penalties by relevant government authorities, up to and including, the confiscation of the property
without full compensation. We¢ cannot guarantee that delays in the completion of a property site or
circumstances leading to confiscation of land will not arise in the future.

Any inability to identify, acquire, or complete the development of sufficient appropriate sites at
reasonable costs could negatively impact our financial condition, profitability and future growth prospects.

Failure to comply with regulations of the relevant PRC authorities and the extensive environmental,
health and safety laws, regulations and quality control standards to which we are subject may result in
liabilities.

We, like other infrastructure design and construction companies and large-scale machinery
manufacturers in China, are subject to the extensive regulations, policies and controls of governmental
agencies such as the MOR, the Ministry of Communications and the MOC. Moreover, our domestic and
overseas operations are subject to numerous environmental, health and safety laws and regulations, as well as
quality control standards. Given the magnitude, complexity and constant evolution of these laws and
regulations, compliance with them may be onerous or may involve substantial financial and other resources to
establish efficient compliance and monitoring systems. The liabilities, costs, obligations and requirements
associated with' these laws and regulations may therefore be substantial and may delay the commencement of,
or cause interruptions to, our operatiens. Non-compliance with the the relevant industry regulations as well as
the environmental, health and safety laws and regulations and quality control standards applicable to our
operations may even result in suspension of our operations, failed evaluation when the project is delivered for
review, as well as substantial penalties or fines, suspension or revocation of our relevant licenses or permits, or
termination of government contracts. Such events could impact our operating results, financial condition and
reputation. In addition, we cannot reliably predict the effect of the regulatory developments relating 1o such
industry regulations or environmental protection, health and safety taws and regulations, nor can we guarantee
that the PRC Government or the governments of foreign jurisdictions in which we operate will not impose
additional or stricter laws or regulations, compliance with which may cause us to incur significant costs that we
may not be able to pass on to our customers, Any changes or amendments to such laws or regulations may
cause us to incur additional capital expenditure, other obligations or other liabilities. Furthermore, some of the
new overseas markets that we are seeking to enter may have more onerous environmental, safety and health
regulations than China, compliance with which may be costly and could hinder our endeavors to enter these
new overseas markets. Specific governmental policies and regulations that have a significant effect on our
operations include:

Industry qualification regulations. We are subject to various qualifications approval by governmental
authorities at different levels to carry out construction activittes within the scope of our respective
qualifications. The qualifications of construction enterprises in China can be divided into three categories,
namely general contracting, specialized contracting and labor service sub-contracting, each of which is further
divided into various qualification ratings depending on the nature and technical specifications of the project.
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Each of these qualification ratings are then further subdivided into certain grades based on prescribed
conditions. Enterprises that have obtained the qualification for general contracting may undertake general
contracting construction projects. Enterprises that have obtained the qualification for specialized contracting
may undertake specialized projects subcontracted by general contractors or by developers according to
relevant provisions. Enterprises that have obtained the qualification for labor service subcontracting may
undertake labor service subcontracted by general contractors or specialized contractors.

Safety regulations. We are subject to extensive work safety laws and regulations that require us to
implement national or industrial standards prescribed for the purpose of ensuring work safety, and must
provide conditions that comply with work safety requirements set forth in applicable laws, administrative
regulations and national or industrial standards. Entities that fail to provide such conditions in the workplace
are not permitted to engage in production or business operations. A chief person-in-charge of the respective
construction entity is responsible for the overall work safety of the entities concerned. In a general contracting
construction project, the general contractor is liable for the overall work safety on the construction site. Where
the general contractor subcontracts the construction project to another entity, it is required by law to explicitly
stipulate each party’s rights and obligations in regard to work safety in the subcontract. The general contractor
and the subcontractors bear joint liability for the work safety of the subcontracted projects. If the
subcontractors do not follow the work safety management policies of the general contractor, they will incur
significant liabilities for work safety accidents caused by their non-compliance. A construction entity must
provide occupational accidental injury insurance for the employees, and is required to pay the insurance
premium. In a general contract project, the insurance premium is paid by the general contractor. The
insurance coverage typically applies from the commencement of the project to when the project is determined
as qualified upon the inspection and certification of its completion.

Environmental protection policies. We are subject to extensive and increasingly stringent
environmental protection laws and regulations that impose fees for the discharge of certain waste substances,
require the establishment of reserves for reclamation and rehabilitation, and impose fines for serious
environmenta! offences. The PRC Government, adopting a rigorous approach when enforcing the applicable
laws and regulations and implementing increasingly stringent environmental standards, may shut down any
facility that fails to comply with orders requiring it to correct or cease operations that raise environmental
concerns. If we fail to comply with existing or future environmental laws and regulations, we may be required
to pay penalties or fines or take remedial actions, any of which could have a material adverse effect on our
business, operations, financial condition and results of operations.

Periodic inspections, examinations, inquiries or audits by regulatory authorities may result in fines,
other penalties or actions that could adversely affect our financial performance and reputation, and we
may not be able to obtain or renew the appropriate permits, licenses and certifications required for our
continued operations.

CRCCG Group, including our Company, are subject to regular inspections, examinations, inquiries
and audits by governmental authorities as part of the process of maintaining or renewing the various licenses,
certificates and permits required for infrastructure and construction projects as well as machinery and
equipment manufacturing. We are also subject to periodic and spot inspections conducted by governmental
authorities at various levels in order to maintain our licenses, certificates and permits. In the event that any of
our or our subsidiaries facilities or products fail such inspections, our business, profitability and reputation in
the industry may be adversely affected. We cannot assure you that we will be able to maintain or renew our
existing licenses, certificates, permits, or any other regulatory approvals or obtain future licenses, certificates,
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permits or other approvals required for our continued operation on a timely basis or at all. In the event that we
fail to comply with applicable laws and regulations or fail to maintain, renew or obtain the necessary licenses,
certificates, permits or approvals, our qualification to conduct any construction business may be impacted. We
may also be subject to fines or other financial penalties in such events.

RISKS RELATING TO THE PEOPLE'S REPUBLIC OF CHINA

Changes in China’s economic, political and social conditions as well as governmental policies could
affect onr financial condition and results of operations.

China’s economy differs from the economies of most developed countries in many respects, including:
*  structure;

* level of government involvement;

¢ level of development;

®  growth rate;

®  control of foreign exchange; and

&  allocation of resources.

China has been one of the world’s fastest growing economies as measured by gross domestic product,
or GDP, in recent years. However, China may not be able to sustain such a growth rate. In recent years, the
PRC Government has implemented a series of measures referred to as the “macro-economic control
measures” to curb the rapid growth of the economy in relation to certain industries, particularly the real estate
development sector. The key purpose of the measures was to forestall threatening inflation and ensure a stable
economy. These measures included the tightening of control over investments and extension of bank credit,
raising the deposit-reserve ratio for financial institutions, raising the proportion equity investment in the
sectors which we conduct businesses, strict enforcement of land acquisition and use regulations and
abandoning or delaying industrial projects which were expected to lead to economic inefficiencies. In addition,
any future calamities, such as natural disasters or epidemic outbreaks, may lead to a severe decline in the level
of economic activity and adversely affect economic growth in China, Asia or elsewhere in the world. If China’s
economy experiences a significant slowdown or even a downturn, we may experience a delay or reduction in, or
cancellation of, the projects available to us. Moreover, unfavorable financing conditions for the industries that
we serve could negatively impact our customers and their ability or willingness to fund capital expenditure in
the future or pay for past services.

In addition, China’s economy has been transitioning from a planned economy to a more market-
oriented economy. For the past two decades, the PRC Government has implemented economic reform
measures to emphasize the utilization of market forces in economic development. We cannot predict whether
changes in China’s political, economic and social conditions, laws, regulations and policies will have any
material adverse effect on our current or future business, financial condition and results of operations.

Changes in foreign exchange regulations and future movements in the exchange rate of Renminbi may
affect the financial condition and results of operations of our Company and our ability to pay
dividends,

The conversion of Renminbi is under government regulation in China. Renminbi is freely exchangeable
in current account transactions, but controlled in capital accounts.
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Under existing foreign exchange regulations, following completion of the Global Offering, we will be
able to pay dividends in foreign currencies without prior approval from the SAFE by complying with certain
procedural requirements. However, there is no assurance that these foreign exchange policies regarding
payment of dividends in foreign currencies will continue in the future.

A significant portion of our operating revenue is denominated in Renminbi, but some of our
construction operations are conducted overseas and, as such, the total amount of our borrowings denominated
in foreign currencies was equivalent to RMB316.9 million and RMB793.1 million, respectively, as of
31 December 2006 and 30 November 2007. Our foreign exchange assets may increase following the
development of our overseas operations. In addition, some of our machinery and equipment are imported from
overseas. Accordingly, we are required from time to time to make payments in Euro or in other forcign
currencies. Loans borrowed in foreign countries and the interests on these loans may need to be paid in
U.S. dollars or in other foreign currencies. The conversion of Renminbi to repay foreign loans via foreign
currency remittances and to pay dividends may subject us to the relevant PRC foreign exchange regulations.
As a result, we are exposed to foreign exchange fiuctuations and movements in the exchange rate of Renminbi,
which may have a direct impact on our profit.

On 21 July 2005, the PRC Government reformed the Renminbi exchange rate mechanism so that the
Renminbi was no longer pegged to the U.S. dollar but to a basket of currencies. A revaluation of Renminbi
resulted in the appreciation of Renminbi against the U.S. dollar and Hong Kong dollar by approximately 7%.
The relaxation of the Renminbi-U.S. dollar peg may contribute to volatility or increased fluctuations in the
value of Renminbi. Further appreciation of Renminbi could cause our costs to increase or our operating
revenues to decrease. In addition, we plan to deposit the unused: proceeds from the Global Offering in bank
accounts outside of China without remitting those funds into China and converting them into RMB assets. In
the event that the appreciation of Renminbi against the U.S. dollar and Hong Kong dollar continues, we may
incur foreign exchange loss. Conversely, depreciation of Renminbi could adversely affect the value of
dividends, if any, payable on, the H Shares by our Company in foreign currency terms, and could increase the
cost of importing equipment and facilities that are quoted in foreign currencies.

The PRC legal system is continuously evolving and has uncertainties, and the legal protections
available to our shareholders may be limited.

As we are a company incorporated under PRC law and substantially all of our businesses are conducted
in China, our operations are principally governed by PRC laws and regulations. The PRC legal system is based
on written statutes and prior court decisions can only be cited as reference. Since 1979, the PRC Government
has promulgated laws and regulations in relation to economic matters such as foreign investment, corporate
organization and governance, commerce, taxation and trade, with a view to developing a comprehensive
system of commercial laws. However, due to the fact that these laws and regulations have not been fully
developed, and because of the limited volume of published cases and their non-binding nature, the
interpretation of PRC laws and regulations still involves a degree of uncertainty.

Substantial amendments to the PRC Company Law and the PRC Securities Law came into effect on
1 January 2006. As a result, the State Council and the CSRC may revise the Special Regulations and the
Mandatory Provisions and adopt new rules and regulations, to implement and to reflect the amendments to the
PRC Company Law and the PRC Securities Law. We cannot assure you that any revision of the current rules
and regulations or the adoption of new rules and regulations by the State Council and the CSRC will not have
an adverse effect on the rights of holders of H Shares.
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As a PRC company offering and listing its H Shares outside the PRC, we are subject to the Special
Regulations and the Mandatory Provisions. Upon the listing of the H Shares on the Hong Kong Stock
Exchange, the Hong Kong Listing Rules will become the principal bases for the protection of the rights of
holders of H shares. The Hong Kong Listing Rules impose particular standards of conduct and disclosure on
our Company, our Directors and the controtling shareholders of our Company. As far as we are aware, China
has not published any case report that involves a request by a holder of H shares of a PRC company to
exercise his or her rights under any constitutional document of a joint stock company with limited liability, the
Company Law or any regulatory provisions of the PRC applicable to PRC joint stock limited liability
comparnies.

It may be difficult to enforce any judgments obtained from non-PRC courts against our Company or
our Directors, Supervisors or senior executive officers residing in China.

The legal framework to which our Company is subject is substantially different from the Companies
Ordinance or corporate law in the United States and other jurisdictions with respect to certain areas, including
the protection of minority shareholders. In addition, the mechanisms for enforcement of rights under the
corporate governance framework to which our Company is subject are also relatively undeveloped and
untested. However, in 2006, amendments made to the PRC Company Law came into effect to allow
shareholders to commence an action against the directors, supervisors, officers or any third party on behalf of a
company under certain circumstances,

Although we will be subject to the Hong Kong Listing Rules and the Hong Kong Codes on Takeovers
and Mergers and Share Repurchases, upon the listing of the H Shares on the Hong Kong Stock Exchange, the
holders of H Shares will not be able to bring actions on the basis of any violations of the Hong Kong Listing
Rules and must rely on the Hong Kong Stock Exchange to enforce its rules. The Hong Kong Codes on
Takeovers and Mergers and Share Repurchases do not have the force of law and only provide standards of
acceptable commercial conduct for takeover and merger transactions and share repurchases in Hong Kong.

On 14 July 2006, the Supreme People’s Court of the PRC and the Hong Kong government signed an
Arrangement on Reciprocal Recognition and Enforcement of Judgments in Civil and Commercial Malters by
the Courts of the Mainland and of the Hong Kong Special Administrative Region Pursuant to Choice of
Court Agreements between Parties Concerned. Under such arrangement, where any designated People’s
Court of the Mainland or any designated Hong Kong court has made an enforceable final judgment requiring
payment of money in a civil and commercial case pursuant to a choice of court agreement in writing by the
parties, any party concerned may apply to the relevant People’s Court of the Mainland or Hong Kong court for
recognition and enforcement of the judgment. However, the rights under the arrangement are limited and as of
the Latest Practicable Date, no announcement had been made on when the arrangement will come into effect.
When the arrangement is implemented, the outcome and effectiveness of any action brought under the
arrangement may still be uncertain.

Our Articles of Association and the Hong Kong Listing Rules provide that most disputes between
holders of H Shares and our Company, our Directors, Supervisors or officers arising out of the Articles of
Association or the Company Law and related regulations concerning cur Company’s affairs, such as transfer of
its H Shares, are to be resolved through arbitration. On 18 June 1999, an arrangement was made between
Hong Kong and the PRC for the reciprocal enforcement of arbitral awards. This arrangement, made in
accordance with the spirit of the New York Convention on the Recognition and Enforcement of Foreign
Arbitral Awards, was approved by the Supreme Court of the PRC and the Hong Kong Legislative Council
and became effective on 1 February 2000. Under the arrangement, awards that are made by the PRC arbitral
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authorities pursuant to the Arbitration Law of the PRC can be enforced in Hong Kong, and awards made by
Hong Kong arbitral authorities under the Arbitration Ordinance of Hong Kong are also enforceable in the
PRC. However, so far as we are aware, no action has been brought in the PRC by a holder of H Shares to
enforce an arbitral award made by the PRC arbitral authorities or Hong Kong arbitral authorities, and there
are uncertainties as to the outcome of any action brought in the PRC to enforce an arbitral award made in
favor of a holder of H Shares. Accordingly, we arc unable to predict the outcome of any such action.

China is not a party to any treaties providing for the reciprocal recognition and enforcement of
judgments of courts with foreign countries such as the United States, the United Kingdom and Japan, and
therefore enforcement in the PRC of judgments of a court in these jurisdictions may be difficult or impossible.

The exemption from withholding tax on dividends and income available to holders of H Shares may
not continue in the future.

Under current PRC tax laws, regulations and rulings, dividends paid by our Company to holders of
H Shares outside the PRC are currently exempt from PRC income tax. In addition, gains realized by holders
of H Shares upon the sale or other disposition of H Shares are currently exempted from PRC income tax. If
the exemptions are withdrawn in the future, holders of H Shares may be required to pay PRC income tax, or
we may be required to withhold such tax from dividend payments. Such PRC income tax or withholding tax
on dividends is currently imposed at the rate of 20%, unless there is an applicable tax treaty between the PRC
and the jurisdiction in which such overseas holders of H Shares reside which reduces or exempis the relevant
tax.

There may be an occurrence of a widespread public health problem.

An outbreak of any widespread public health problem in China, such as SARS, could have a negative
effect on our operations and results. Our operations may be affected by a number of health-related factors,
including quarantines or closures of some of our offices and manufacturing facilities, travel restrictions, any
major sickness or death of our key officers and employees, import and export restrictions and a general
slowdown in China’s economy.

Payment of dividends is subject to vestrictions under PRC law,

Under PRC law, dividends may be paid only out of distributable profits. Distributable profits are our
net profit as determined under PRC GAAP or IFRS, whichever is lower, less any recovery of accumulated
losses and appropriations to statutory and other reserves that we are required to make. As a result, we may not
have sufficient or any distributable profits to enable us to make dividend distributions to our shareholders in
the future, including periods for which our financial statements indicate that our operations have been
profitable. Any distributable profits that are not distributed in a given year are retained and available for
distribution in subsequent years.

Moreover, because the calculation of distributable profits under PRC GAAP is different from the
calculation under IFRS in certain respects, our operating subsidiaries may not have distributable profits as
determined under PRC GAAP, even if they have profits for that year as determined under IFRS, or vice
versa. Accordingly, we may not receive sufficient distributions from our subsidiaries. Failure by our operating
subsidiaries to pay dividends to us could have a negative impact on our cash flow and our ability to make
dividend distributions to our shareholders in the future, including those periods in which our financial
statements indicate that our operations have been profitable.
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RISKS RELATING TO THE GLOBAL OFFERING

We have completed an A Share Offering prior to the H Share Offering. There are significant
differences in the characteristics of the A sharve and H share markets.

We have completed an A Share Offering in the PRC prior to the Global Offering and have listed such
shares on the Shanghai Stock Exchange. Pursuant to PRC law, trading in our A Shares is currently available
only to PRC residents and selected foreign institutional investors under the China Qualified Foreign
Institutional Investors (QFII) regulations. Non-PRC residents are not permitted to trade in A Shares. Our
H Share Offering and our A Share Offering are two separate and independent Offerings, and the H Share
Offering is not conditional upon the A Share Offering. Under the current laws and regulations, our H Shares
and A Shares are neither interchangeable nor fungible, and there is no trading or settlement between the
H share and the A share markets. The H share and A share markets have different trading characteristics and
investor bases, including different levels of retail and institutional participation. As a result of these
differences, the trading prices of our H Shares and A Shares may not be the same. Fluctuations in our
A Share price may, however, adversely affect our H Share price.

Future sales or perceived sales of substantial amounts of our H Shares, A Shares or other securities
relating to our H Shares or A Shares in the public market, including any future offerings, or a decline
in the market price of our A Shares could impact the prevailing market price of our H Shares and our
ability to raise capital in the future, and may result in dilution of your shareholdings.

The market price of our H Shares could decline as a result of future sales of substantial amounts of our
H Shares, A Shares or other securities relating to our H Shares or A Shares in the public market or the
issuance of new H Shares, A Shares or other securities relating to our H Shares or A Shares, or the perception
that such sales or issuances may occur. A decline in the price of our A Shares could also reduce the market
price of our H Shares. Moreover, future sales, or perceived sales, of substantial amounts of our H Shares,
A Shares or other securities relating to our H Shares or A Shares, could adversely affect our ability to raise
capital in the future at a time and at a price which we deem appropriate. Our shareholders may experience
dilution in their holdings to the extent we issue additional securities in future offerings.

There has been no prior public market for the H Shares. The liquidity and market price of the
H Shares following the Global Offering may be volatile,

Prior to the Global Offering, there has been no public market for the H Shares. The initial price range
disclosed in this Prospectus for the H Shares was the result of negotiations among our Company and the
Underwriters, and the Offer Price may differ significantly from the market price for the H Shares following the
Global Offering. We have applied to list and deal in the H Shares on the Hong Kong Stock Exchange. There
is no assurance that the Global Offering will result in the development of an active, liquid public trading
market for the H Shares. In addition, the price and trading volumes of the H Shares may be volatile. Factors
such as variations in our revenue, earnings and cash flows or any other developments of our Company may
affect the volume and price at which the H Shares will be traded.

Disposal of H Shares by NSSF following the listing of the H Shares or potential conversion of
Domestic Shares into H Shares may result in an increase in the number of H Shares available on the
market and may affect the price of the H Shares.

Pursuant to the approvals of the relevant PRC authorities and in accordance with PRC regulations, we
are required to transfer to NSSF such number of Domestic Shares as shall be in aggregate equivalent to 10%
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of the number of Offer Shares. These Domestic Shares will be converted into H Shares on a one-for-one basis
upon completion of the Global Offering and will be held by NSSF immediately thereafter. NSSF will retain
approximately 170,600,000 H Shares, representing approximately 1.4% of our total issued share capital, if the
Over-allotment Option is not exercised, or 196,190,000 H Shares, representing approximately 1.6% of our total
issued share capital if the Over-allotment Option is exercised in full. As advised by our PRC counsel, Beijing
Deheng Law Office, the H Shares to be held by NSSF shall not be subject to any lock-up period under the
PRC Company Law and there is no legal restriction on NSSF transferring or disposing of such H Shares
following the listing of the H Shares. The above-mentioned arrangement will result in an increase of the
number of H Shares available on the market if NSSF disposes of its H Shares and such increase may, directly
or indirectly, affect the trading price of the H Shares following completion of the Global Offering. See “Share
Capital”.

In addition, subject to the approval by the securities supervisory and administrative authorities of the
State Council, holders of Domestic Shares may transfer their Shares to overseas investors and such Shares
may be listed or traded on an overseas securities exchange. Any listing or trading of the above-mentioned
Shares on an overseas securities exchange shall also comply with the regulatory procedures, rules and
requirements of the relevant overseas securities exchange. Unless otherwise required by the overseas securities
exchange, there is no requirement for the listing and trading of the above-mentioned Shares to be approved in
a class meeting of our Company. Potential conversion of a substantial amount of Domestic Shares into
H Shares could further increase the supply of the H Shares in the market and could negatively impact the
market price of the H Shares.

Because the Offer Price is higher than the net tangible book value per share of our Company, the
holders of the H Shares will incur immediate dilution.

The Offer Price of the H Shares is higher than the net tangible book value per Share. Therefore,
purchasers of the H Shares in the Global Offering will experience an immediate dilution in the net tangible
book value per H Share.

Shareholders’ interests may be diluted as a result of additional equity fund-raising.

We may need to raise additional funds in the future to finance further expansion of or new
developments relating to our existing operations or new acquisitions. If additional funds are raised through the
issuance of new cquity or equity-linked securities of our Company other than on a pro-rata basis to existing
shareholders, the percentage ownership of such shareholders in our Company may be reduced and such new
securities may confer rights and privileges that take priority over those conferred by the H Shares.

Forward-looking information included in this Prospectus may prove inaccurate.

This Prospectus contains certain forward-looking statements and information relating to us and the
subsidiaries comprising our Company that are based on the beliefs of our management as well as assumptions
made by and information currently available to our management. When used in this Prospectus, the words
“aim,” “anticipate”, “believe”, “‘continue”, *‘could”, *“expect”, “intend”, “may”, “plan”, “potential”,
“predict”, “project”, “propose”, “seek”, “should”, “will”, “would” and similar expressions, as they relate to
our Company or our management, are intended to identify forward-looking statements. Such statements
reflect the current views of our Company’s management with respect to future events, operations, liquidity and
capital resources, some of which may not materialize or may change. These statements are subject to certain

risks, uncertaintics and assumptions, including the other risk factors as described in this Prospectus. You are
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strongly cautioned that reliance on any forward-looking statements involves known and unknown risks and
uncertainties. The risks and uncertainties facing our Company which could affect the accuracy of forward-
looking statements include, but are not limited to, the following:

®  our business prospects;
®  our future debt levels and capital needs;

e future developments, trends and conditions of the infrastructure construction and real estate
development markets in China and the world;

®  our strategics, plans, objectives and goals;

®  general economic conditions;

e  changes to regulatory or operating conditions in the markets in which we operate;
®  our ability to reduce costs;

#  capital market developments;

e the actions and developments of our competitors;

¢  certain statements in “Financial Information” with respect to trends in prices, volumes,
operations, margins, overall market trends, risk management and exchange rates; and

®  other statements in this Prospectus that are not historical facts.

Subject to the requirements of the Hong Kong Listing Rules, we do not intend to publicly update or
otherwise revise the forward-looking statements in this Prospectus, whether as a result of new information,
future events or otherwise. As a result of these and other risks, uncertainties and assumptions, the forward-
looking events and circumstances discussed in this Prospectus might not occur in the way we expect, or at all.
Accordingly, you should not place undue reliance on any forward-looking information. All forward-looking
statements in this Prospectus are qualified by reference to this cautionary statement.

We cannot guarantee the accuracy of facts, forecasts and other statistics contained in this Prospectus
with respect to China, China’s economy, China’s infrastructure construction industry and other
industries in which we operate.

Facts, forecasts and other statistics in this Prospectus relating to China, China’s economy and China’s
infrastructure construction industry have been derived from official government publications and we can
guarantee neither the quality nor the reliability of such source materials. They have not been prepared or
independently verified by our Company, and the Underwriters or any of its or their respective affiliates or
advisors and, therefore, we make no representation as to the accuracy of such facts, and statistics, which may
not be consistent with other information compiled within or outside China. Due to possibly flawed or
ineffective collection methods or discrepancies between published information and market practice and other
problems, the statistics herein may be inaccurate or may not be comparable to statistics produced for other
economies and should not be relied upon. Furthermore, there is no assurance that they are stated or compiled
on the same basis or with the same degree of accuracy as may be the case elsewhere. In all cases, investors
should give consideration as to how much weight or importance they should attach to or place on such facts,
forecasts or statistics.
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RISK FACTORS

We strongly caution you not to place any reliance on any information contained in press articles or
other media regarding us, our Global Offering or our A Share Offering or information released by us
in connection with our A Share Offering.

Prior to the publication of this Prospectus, there has been press and media coverage regarding us and
the Global Offering, including news articles published in the Hong Kong Economic Journal, the Hong Kong
Economic Times and the Ming Pao Daily News on 12 February 2008 as well as in the Hong Kong Daily News,
the South China Morning Post, Apple Daily, \he Ming Pao Daily News, The Siandard, the Hong Kong
Economic Times, the Oriental Daily and The Sun, on 26 February 2008. Some of these articles included,
among others, certain financial information, projections, valuations and other information about the Global
Offering that do not appear in this Prospectus. There may be subsequent to the date of this Prospectus but
prior to the completion of the Global Offering, press and media coverage regarding us, our Global Offering and
our A Share Offering. Such press and other media coverage may include references to certain events or
information that do not appear in this Prospectus or those that are disclosed by us in the PRC as part of our
A Share Offering. As the A Share Offering, as well as other information announced by us in connection with
our A Share Offering, are based on regulatory requirements, guidelines and market practices in the PRC that
are different from those applicable to our Global Offering, there may be significant differences between our
A Share and H Share prospectuses in terms of their respective disclosure requirements and legal bases. We
are not required to include in our H Share prospectus all the information contained in our A Share Prospectus
unless we deem such information material. As such, you should rely solely upon the information contained in
this Prospectus, the application forms and any formal announcements made by us in Hong Kong in making
your investment decision regarding our H Shares. We do not accept any responsibility for the accuracy or
completeness of any information reported by the press or other media, nor the fairness, appropriateness or
reliability of any forecasts, views ar opinions expressed by the press or other media regarding our H Shares or
A Shares, our Global Offering or our A Share Offering, or us. We make no representation as to the
appropriateness, accuracy, completeness or reliability of any such information or publication. To the extent
that any such information appearing in publications other than this Prospectus is inconsistent or conflicts with
the information contained in this Prospectus, we disclaim it. Accordingly, you shouid not rely on any
information, reports or publications other than this Prospectus.

In connection with our A Share Offering, we are required to make certain formal announcements in
the PRC relating to us and our A Share Offering, including the publication of our A Share Prospectus. Such
information is released pursuant to the relevant PRC regulatory requirements that are not applicable to our
Global Offering. Certain announcements in relation to our A Share Offering will be published on the website
of the Hong Kong Stock Exchange. However, such information and the A Share Prospectus do not and will
not form part of this Prospectus. In making your decision as to whether to invest in our H Shares or in our
Global Offering, you are cautioned that you should rely only on the financial, operational and other
information contained in this Prospectus and the application forms. By applying to purchase our H Shares in
the Global Offering, you will be deemed to have agreed that you will not rely on any information other than
that centained in this Prospectus and the application forms,
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This Prospectus includes particulars given in compliance with the Companies Ordinance, the
Securities and Futures {Stock Market Listing) Rules of Hong Kong and the Hong Kong Listing Rules for the
purpose of giving information to the public with regard to our Company. The Directors collectively and
individually accept full responsibility for the accuracy of the information contained in this Prospectus and
confirm, having made all reasonable enquiries that to the best of their knowledge and belief, there are no other
facts the omisston of which would make any statement in this Prospectus misleading.

CSRC APPROVAL

We have obtained approval from the CSRC for the Global Offering and the application to list the
H Shares on the Hong Kong Stock Exchange. In granting such approval, the CSRC accepts no responsibility
for the financial soundness of our Company, nor for the accuracy of any of the statements made or opinions
expressed in this Prospectus or in the Application Forms.

UNDERWRITING

This Prospectus is published solely in connection with the Hong Kong Public Offering which forms
part of the Global Offering. For applicants under the Hong Kong Public Offering, this Prospectus and the
Application Forms contain the terms and conditions of the Hong Kong Public Offering.

The listing of the Offer Shares on the Hong Kong Stock Exchange is sponsored by the Joint Sponsors.
The Global Offering is managed by the Joint Global Coordinators. The Hong Kong Public Offering is fully
underwritten by the Hong Kong Underwriters pursuant to the Hong Kong Underwriting Agreement. The
International Underwriting Agreement relating to the International Offering is expected to be entered into on
or about 6 March 2008, subject to determination of the pricing of the Offer Shares. If, for any reason, the
Offer Price is not agreed among us and the Joint Global Coordinators (on behalf of the Underwriters) by
11 March 2008, the Global Offering (including the Hong Kong Public Offering) will not proceed and will
lapse. Further details about the Underwriters and the underwriting arrangements are contained in
“Underwriting”.

RESTRICTIONS ON THE USE OF THIS PROSPECTUS

Each person acquiring Hong Kong Public Offer Shares will be required to confirm, or by his acquisition
of Hong Kong Public Offer Shares will be deemed to confirm, that he is aware of the restrictions on offers of
the Hong Kong Public Offer Shares described in this Prospectus.

No action has been taken to permit a public offering of the Offer Shares in any jurisdiction other than
Hong Kong or the distribution of this Prospectus in any jurisdiction other than Hong Kong. Accordingly, and
without limitation to the following, this Prospectus may not be used for the purpose of, and does not constitute,
an offer or invitation in any jurisdiction or in any circumstances in which such an offer or invitation is not
authorized or to any person to whom it is unlawful to make such an offer or invitation.

The distribution of this Prospectus and the offering and sales of the Offer Shares in other jurisdictions
are subject to restrictions and may not be made except as permitted under the applicable securities laws of
such jurisdictions pursuant to registration with or authorization by the relevant securities regulatory authorities
or an exemption therefrom. In particular, the Offer Shares have not been offered and sold and will not be
offered or sold, directly or indirectly, in the PRC.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

CERTAIN MATTERS RELATING TO THE HONG KONG PUBLIC OFFERING
Application for Listing on the Hong Kong Stock Exchange

The Company has applied to the Listing Committee of the Hong Kong Stock Exchange for the listing
of, and permission to deal in, our H Shares including: (i) any H Shares which may be issued by the Company
pursuant to the Global Offering and upon the exercise of the Over-allotment Option; and (ii) any H Shares,
converted from Domestic Shares, which are to be held by NSSF (including such Domestic Shares converted
to H Shares and transferred by CRCCG to NSSF and such additionral Domestic Shares converted to
H Shares to be further transferred to NSSF by CRCCG upon the exercise of the Over-allotment Option, in
each case, pursuant to the relevant regulations in relation to the reduction of State-owned shares). Dealings in
the H Shares on the Hong Kong Stock Exchange are expected to commence on 13 March 2008.

Our A Shares will be listed on the Shanghai Stock Exchange. Save for our A Shares which will be
listed on the Shanghai Stock Exchange, no part of our share or loan capital is listed on or dealt in on any other
stock exchange and no such listing or permission to list is being or proposed to be sought in the near future.

H Share Register and Stamp Duty

All of the H Shares issued pursuant to applications made in the Hong Kong Public Offering will be
registered on our H Share register to be maintained in Hong Kong, Our principal register of members will be
maintained by us at our head office in the PRC,

Dealings in the H Shares registered in our H Share register will be subject to the Hong Kong stamp
duty. See “Appendix VI — Taxation and Foreign Exchange”.

Eligibility for Admission into CCASS

Subject to the granting of listing of, and permission to deal in, the H Shares on the Hong Kong Stock
Exchange and the compliance with the stock admission requirements of HKSCC, the H Shares will be
accepted as eligible securities by HKSCC for deposit, clearance and settlement in CCASS with effect from
the date of commencement of dealings in the H Shares on the Hong Kong Stock Exchange or on any other
date HKSCC chooses. Settlement of transactions between participants of the Hong Kong Stock Exchange is
required to take place in CCASS on the second business day after any trading day.

All activities under CCASS are subject to the General Rules of CCASS and CCASS Operational
Procedures in effect from time to time.

All necessary arrangements have been made for the H Shares to be admitted into CCASS.

Professional Tax Advice Recommended

Applicants for the Hong Kong Public Offer Shares are recommended to consult their professional
advisers if they are in any doubt as to the taxation implications of subscribing for, purchasing, holding,
disposing of, dealing in, or the exercise of any rights in relation to, the H Shares. It is emphasized that neither
we nor the Joint Global Coordinators, the Joint Sponsors, the Underwriters, nor their respective directors, nor
any other person or party involved in the Global Offering accepts responsibility for any tax effects or liabilities
of holders of H Shares resulting from the subscription, purchase, holding, disposal of, dealing in, or exercise of
any rights in relation to, the H Shares.
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Registration of Subscription, Purchase and Transfer of H Shares

We have instructed Computershare Hong Kong Investor Services Limited, our H Share registrar, and
Computershare Hong Kong Investor Services Limited has agreed, not to register the subscription, purchase or
transfer of any H Shares in the name of any particular holder unless and until such holder delivers a signed
form to our H Share registrar in respect of those H Shares bearing statements to the effect that the holder:

(i) agrees with us and each of our shareholders, and we agree with each shareholder, to observe and
comply with the PRC Company Law, the Special Regulations and our Articles of Association;

(ii) agrees with us, each of our shareholders, Directors, Supervisors, managers and officers, and we
acting for ourselves and for each of our Directors, Supervisors, managers and officers agree with
each of our shareholders, to refer all differences and claims arising from our Articles of
Association or any rights or obligations conferred or imposed by the PRC Company Law or other
relevant laws and administrative regulations concerning our affairs to arbitration in accordance
with our Articles of Association, and any reference to arbitration shall be deemed to authorize
the arbitration tribunal to conduct hearings in open session and to publish its award, which
arbitration shall be final and conclusive. See “Appendix VII — Summary of Principa! Legal and
Regulatory Provisions” and “Appendix VIII — Summary of Articles of Association”,

(iii) agrees with us and each of our shareholders that the H Shares are freely transferable by the
holders thereof; and

(iv) authorizes us to enter into a contract on his behalf with each of our Directors and oflicers
whereby such Directors and officers undertake to observe and comply with their obligations to
our shareholders as stipulated in our Articles of Association.

Persons applying for or purchasing H Shares under the Global Offering are deemed, by their making an
application or purchase, to have represented that they are not associates (as such term is defined in the Hong
Kong Listing Rules) of any of the Directors of our Company or an existing shareholder of our Company or a
nominee of any of the foregoing.

Procedure for Application for Hong Kong Public Offer Shares

The procedure for applying for Hong Kong Public Offer Shares is set out in “How to Apply for Hong
Kong Public Offer Shares” and in the Application Forms.

STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set out in “Structure of the
Global Offering”.

EXCHANGE RATE

Solely for your convenience, this Prospectus contains translations of certain Renminbi amounts into
Hong Kong dollars at specified rates. No representation is made that the Renminbi amounts could actually be
converted into any Hong Kong dollar amounts at the rates indicated or at all. Unless we indicate otherwise,
the translation of Renminbi into HK dollars was made at the rate of RMB0.91631 to HK$1.00, the exchange
rate prevailing on 22 February 2008, set by PBOC for foreign exchange transactions. Any discrepancies in any
table between tolals and sums of amounts listed therein are due to rounding. Further information on exchange
rates is set forth in “Appendix VI — Taxation and Foreign Exchange’.
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Registered office and head office

Principal place of business in Hong Kong

Website address

Joint company secretaries

Qualified accountant

Authorized representatives

Strategy and investment committee

Nomination committee

Audit committee

Principal bankers
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East, No. 40 Fuxing Road, Haidian District
Beijing, China

23/F, Railway Plaza

39 Chatham Road South
Tsim Sha Tsui, Kowloon
Hong Kong

WWW.CTCC.CI

L1, Tingzhu
LAW, Chun Biu (HKICPA, ACCA)

LAW, Chun Biu (HKICPA, ACCA)

HUQ, Jingui
No. 13, Floor 1, Building 29,
No. 40 Fuxing Road, Haidian District, Beijing

LAW, Chun Biu (HKICPA, ACCA)
Room 819, Block F, Lok Man Sunr Chuen
To Kwa Wan, Kowloon

Hong Kong

JIN, Puqing (Chairman)
WU, Xiachua
WU, Taishi

LI, Kecheng {Chairman)
HUO, lingui
ZHAQ, Guangjie

WU, Taishi (Chairman)
DING, Yuanchen
NGAI, Wai Fung

ZHAO, Guangjie (Chairman)
DING, Yuanchen
LI, Kecheng

Computershare Hong Kong Investor Services
Limited

Shops 1712-1716, 17th Floor

Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

Industrial and Commercial Bank of China Limited
55 Fuxingmennei Avenue

Xicheng District

Beijing, China
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Joint compliance advisers
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China Construction Bank Corporation
25 Finance Street

Xicheng District

Beijing, China

Bank of China Limited
| Fuxingmennei Avenue
Xicheng District
Beijing, China

Bank of Communications Co., Ltd.
188 Yincheng Road Central
Shanghai, China

Citigroup Global Markets Asia Limited
50/F, Citibank Tower

3 Garden Road

Central

Hong Kong

Macquarie Securities Limited (10 be renamed
Macquarie Capital Securities Limited on or around
3 March 2008)

19/F, CITIC Tower

I Tim Mei Avenue

Central

Hong Kong




PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS

Name Address Nationality

Executive Directors

Mr. DING Yuanchen ................ No. 1413, Building 29, No. 40 Fuxing Chinese
Road, Haidian District, Beijing

Mr. JIN Puging ..................... No. 133, Building 24, No. 40 Fuxing Chinese
Road, Haidian District, Beijing

Non-executive Directors

Mr.LIGuorui ...................... No. 302, Door 3, Building 6, No. 9, Chinese
West Street, Wanshou Road, Haidian
District, Beijing

Mr. HUO Jingui. . ................... No. 13, Floor 1, Building 29, No. 40 Chinese
Fuxing Road, Haidian District, Beijing

Mr. WU Xjaochua. . .................. No. 1504, Building 1, Section 2, Sanlihe, Chinese
Xicheng District, Beijing

Independent non-executive Directors

Mr. LI Kecheng . .................... No. 28, 10th Floor, No. 112 Ande Road, Chinese
Xicheng District, Beijing

Mr. ZHAO Guangjie. ................ Section 01, Yuanlin Dongbingwei, Chinese
Tiedong District, Anshan, Liaoning

M. WU Taishi. ..................... Room 402, No. 22 of Lane 89, Linping Chinese
North Road, Hongkou District, Shanghai

Mr. NGAI Wai Fung ................ Flat A, 26 Floor, Huashan Mansion, Chinese

No. 17 Taikoo Shing, Quarry Bay, Hong
Kong

(Hong Kong)

SUPERVISORS
Name Address Nationality
Mr. PENG Shugui................... No. 110, 29th Floor, No. 40 Fuxing Chinese
) Road, Haidian District, Beijing
Mr. HUANG Shaojun ............... No. 1412, Door 6, Building 28, Chinese
No. 40 Fuxing Road, Haidian District,
Beijing
Ms. YUFengh ............. ... .. No. 301, Building 88, No. 40 Fuxing Chinese

Road, Haidian District, Beijing
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Joint Global Ceordinators and Joint Bookrunners . .

Joint Lead Managers and Joint Sponsors of the
Hong Kong Public Offering ...................

Joint Lead Managers of the International Qffering
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Citigroup Global Markets Asia Limited
50/F, Citibank Tower

3 Garden Road

Central

Hong Kong

CITIC Securities Corporate Finance (HK) Limited
26/F, CITIC Tower

1 Tim Mei Avenue

Central

Hong Kong

Macquarie Securities Limited {to be renamed
Macquarie Capital Securities Limited on or around
3 March 2008)

19/F, CITIC Tower

I Tim Mei Avenue

Central

Hong Kong

Citigroup Global Markets Asia Limited
50/F, Citibank Tower

3 Garden Road

Central

Hong Kong

CITIC Securities Corporate Finance (HK) Limited
26/F, CITIC Tower

1 Tim Mei Avenue

Central

Hong Keng

Macquarie Securities Limited (to be renamed
Macquarie Capital Securities Limited on or around
3 March 2008)

19/F, CITIC Tower

I Tim Mei Avenue

Central

Hong Kong

Citigroup Global Markets Limited
Citigroup Centre

33 Canada Square

Canary Wharf

London E14 5LB

United Kingdom

CITIC Securitics Corporate Finance (HK) Limited
26/F, CITIC Tower

I Tim Mei Avenue

Central

Hong Kong
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Legal Advisers to Our Company .................

Legal Advisers to the Underwriters ... ............

Reporting Accountants .. .................... ...

Valuers . . ... ... . . .

Macquarie Securities Limited (to be renamed
Macquarie Capital Securities Limited on or around
3 March 2008)

19/F, CITIC Tower

1 Tim Mei Avenue

Central

Hong Kong

As to Hong Kong and United States laws:
Baker & McKenzie

14/F, Hutchison House

10 Harcourt Road

Central

Hong Kong

As to PRC law;

Beijing Deheng Law Office
12/F, Tower B, Focus Place
No. 19 Finance Street
Beijing 100032

China

As to Hong Keng and United States laws:
Freshfields Bruckhaus Deringer

11/F, Two Exchange Square

8 Connaught Place

Central

Hong Kong

As to PRC law:

Jingtian & Gongcheng Attorneys at Law
15/F, The Union Plaza

20 Chaoyangmenwai Dajie

Beijing 100020

China

Ernst & Young

Certified Public Accountants

18/F, Two International Finance Centre
8 Finance Street

Central

Hong Kong

Sallmanns (Far East) Limited
22/F, Sui On Centre

188 Lockhart Road

Wan Chai

Hong Kong
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Receiving Bankers . . . . ..

Hong Kong Underwriters
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Bank of China (Hong Kong) Limited
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Central

Hong Kong

Industrial and Commercial Bank of China {Asia)
Limited

33rd Floor, ICBC Tower

3 Garden Road

Central

Hong Kong

Standard Chartered Bank (Hong Kong) Limited
15th Floor, Standard Chartered Tower

388 Kwun Tong Road

Kwun Tong

Hong Kong

The Hongkong and Shanghai Banking Corporation
Limited

1 Queen’s Road

Central

Hong Kong

CITIC Securities Corporate Finance (HK) Limited
26/F, CITIC Tower

1 Tim Mei Avenue, Central

Hong Kong

Citigroup Global Markets Asia Limited
50/F, Citibank Tower
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Hong Kong
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3 March 2008)
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I Tim Mei Avenue, Central

Hong Kong

DBS Asia Capital Limited
22nd Floor, The Center
99 Queen’s Road Central
Hong Kong

ICEA Securities Limited
26th Floor, ICBC Tower
3 Garden Road, Central

Hong Kong

China Everbright Securitics (HK) Limited
36th Floor, Far East Finance Centre
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First Shanghai Securities Limited
19th Floor, Wing On House

71 Des Voeux Road Central
Hong Kong

Guotai Junan Securities (Hong Kong)} Limited
27th Floor, Low Block, Grand Millennium Plaza
181 Queen's Road Central

Hong Kong

Shenyin Wanguo Capital (H.K.) Limited
28th Floor, Citibank Tower
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Hong Kong

Taifook Securitics Company Limited
25th Floor, New World Tower

16-18 Queen’s Road Central

Hong Kong

VC Brokerage Limited
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INDUSTRY OVERVIEW

This section of this Prospectus contains information relating to China’s economy and the PRC
infrastructure construction industry and international infrastructure construction markets. Certain
information contained within has been derived from official government publications. Although the Joint
Sponsors and our Directors have reproduced the data and statistics extracted from such official
government publications in a reasonably cautious manner, neither we, the Underwriters nor any of their
respective affiliates or advisers have independently verified the information directly or indirectly devived
Jrom these sonvees, and such information may not be consistent with other information compiled within or
outside China. We make no representation as to the completeness or accuracy of such information and
accordingly such information should not be relied on.

CHINA’S ECONOMIC GROWTH

China’s economy has grown significantly since it began its economic reforms in the late 1970s. Since
China became a member of the WTO in 2001, the forecasts for its economic growth have continued to be
strong. China’'s GDP increased from approximately RMBI11.0 trillion in 2001 to approximately RMB21.1
trillion in 2006, representing a nominal CAGR of 14.0%. GDP per capita increased from RMBS§,622 in 2001
to RMBI16,084 in 2006, representing a nominal CAGR of 13.3%.

The Eleventh Five-Year Plan for National Economic and Social Development of the People’s
Republic of China (2006-2010) (the “Eleventh Five-Year Plan”) was promulgated by the State Council
during the Tenth National People’s Congress in March 2006. The goals of the Eleventh Five-Year Plan '
include: (i} average real GDP growth rate of 7.5% per year; and (ii} increase in GDP per capita to U.S.52,400
{approximately RMB19,200) by 2010.

The growth of China’s economy has spurred the development of its construction industry. The growth
of China’s construction industry grew at a CAGR of 14.8% between 2001 and 2006. The following chart sets
forth the increase in both China’s GDP and total contribution to GDP from the construction industry in China
between 200t and 2006:
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Source: National Bureau of Statistics, PRC

DEVELOPMENT OF TRANSPORTATION INFRASTRUCTURE IN CHINA

The PRC Government is currently implementing a comprehensive upgrade of China’s existing
transportation infrastructure. The Ministry of Communications invested approximately RMB2.2 trillion in
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China’s transportation infrastructure (including highways and waterways) between 2001 and 2005,
representing a 117% increase from the previous five-year period (1996-2000). In 2006, the PRC Government
invested a total of RMB738.4 billion in transportation infrastructure construction, an increase of 14.6% over
investments made in 2005. According to the Eleventh Five-Year Plan, the PRC Government proposes to
increase overall investment in transportation construction by (i) implementing a comprehensive national
transportation network, (ii) accelerating the development of railway and metropolitan railway lines,
(iii) further improving existing roadway networks, and (iv) further developing pipelines as well as airway and
waterway transportations. The Eleventh Five-Year Plan includes a total investment by the Ministry of
Communications of approximately RMB3.8 trillion in China’s transportation infrastructure (including
highways and waterways) during the five-year period between 2006 and 2010, representing an increase of 73%
from the previous five-year period.

Railway Construction

In recent years, railway transportation has developed rapidly in China. In 2005, the total passenger
transportation volume, passenger turnover volume, cargo transportation volume and cargo turnover volume
totaled approximately 1.156 billion persons, 606.2 billion passenger-kilometers, 2.693 billion tonnes and
2.07 trillion tonne-kilometers, respectively, representing a CAGR of 2.4%, 6.2%, 8.7% and 9.0%, respectively,
from 2001 to 2005. These increases were particularly pronounced in 2004 and 2005, during which passenger
volume, passenger turnover, cargo transportation volume, and cargo turnover rate rapidly increased by 3.4%,
6.1%, 8.1%, and 7.4%, respectively. This development continued in 2006 when China ranked first in the world
in terms of cargo transportation volume and density of railway transportation, according to the MOR.

Major achievements in railway network construction occurred in the Tenth Five-Year Plan period
between 2001 and 20035. During that period, newly constructed railway lines reached a total of 7,063 km and
total capital investments in China’s railway infrastructure also increased substantially, with a total investment
of approximately RMB315.4 billion in railway infrastructure in China for the same period. The following chart
sets forth the total capital investment and growth rate in China’s railway networks for the periods indicated:
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INDUSTRY OVERVIEW

The following charts set forth the length of operational railways and growth rate as well as the
comparables of density of railway network in China for the periods indicated:

Length of Operational Railway and Growth Rate Comparables of Railway Network Density
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(1)  For comparables of railway network density, the figures for China represent 2005 numbers; the figures for all other countries
represent 2004 numbers.

On 1 July 2006, the Qinghai-Tibet Railway Line commenced commercial operations, extending the
total length of operational railways in China to nearly 80,000 km and expanding the domestic railway network
in virtuaily all regions of China. On 18 April 2007, the MOR implemented the sixth round of speed increases
for certain railway lines, such as the Beijing-Harbin, Beijing-Shanghai and Beijing-Guangzhou lines.
Following this increase, the length of railways operating at maximum speeds ranging from 120 km/h or above
reached 22,000 km, of which the length of railways operating at maximum speeds of 160 km/h or above
reached 14,000 km.

However, regardless of the substantial growth, railway transportation capacity in China currently
accommodates only approximately 35% of public demand, which causes transportation bottlenecks. China’s
railway system still requires significant upgrades in technologics and facilities. In addition, the raiiway
transportation sector as a whole is not compleiely market-oriented. Despite occupying approximately 6% of
the world’s railway lines by total length, China’s railway system carries 24% of the world’s total transportation
volume. China’s rail network is the third longest in the world. However, the PRC has a much lower railway
network density compared to counties such as the United States, France, Germany, the United Kingdom and
Japan. The expansion and modernization of China’s railway network has therefore become an area of critical
concern.

The PRC Government has initiated various plans with a view to achieve nationwide lcap-forward
development of China’s railway system, including the construction of 17,000 km of new railway lines by 2010,
which includes 7,000 km of passenger railway lines. Pursuant to these plans, by 2010, China’s railway lines will
be extended to over 90,000 km in total length, of which more than 45% will consist of electrified lines and
more than 45% will consist of multi-track lines.

According to The Mid- and Long-term Plans for China’s Railway Network approved by the State
Council in 2004, by 2020, the PRC Government also plans to (i) construct over 12,000 km of passenger
railway lines, (ii) establish new inter-city express railway lines connecting provincial capitals and major cities,
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and (iii) complete the network for passenger railways consisting of four north-to-south and four east-to-west
dedicated passenger railway lines. Upon successful completion of the plan, the total operational railway lines
will be over 100,000 km by length, of which more than 50% will consist of electrified lines and more than 50%
will consist of multi-track lines.

The following map illustrates the planned railway network under the Eleventh Five-Year Plan:
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Source: MOR

During the period of the Eleventh Five-Year Plan (2006-2010), the total investment in railway
construction projects from the PRC Government is expected to reach RMBI1,250 billion, or an increase of
approximately 300% over the total investment in similar railway construction projects during the previous five-
year period. It is estimated that total investment in railway construction will have exceeded RMB2,000 billion
by 2020, with an average annual investment of over RMB100 billion. Prior to 2005, funding for the
construction of China’s railway system came primarily from the MOR. However, to expand the number of
sources of funding, the MOR began to encourage investment in railway construction from non-governmental
sources in 2005. By 2020, an additional RMB500 billion from non-governmental sources will be required for
the construction of the railway system in China. In order to maintain the development of China’s railway
transportation, the railway construction funding scheme, pursuant to which the only role played by the PRC
Government will be market regulator, will become more diversified and market-oriented. The future funding
channels might include the issuance of railway construction bonds, loans from National Development Bank
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and large statc-owned commercial banks such as Industrial and Commercial Bank of China and China
Construction Bank, and investments by social security funds.

Roadway Construction

According to the Statistics Gazette on National Economy and Society Development in 2006 as of the
end of 2006, the total length of China’s roadways reached 2,024,000 km, representing an increase of 93,500 km
from the end of 2005. As roadways continue to be extended in all regions throughout China, the roadway
construction technologies have also gradually been improved. During the period of the Tenth Five-Year Plan
{2001-2005), a substantial amount of roadway construction projects were completed,

The following charts set forth the total investment and growth rate, the length of operational roadways
and the respective growth rate for the periods indicated:

Total Investment and Growth Rate Length of Operational Readways and
(2001-2006) Growth Rate (2001-2006)
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of Communications

The rapid growth of China’s ¢cconomy has increased demands on China’s roadway system. In 2006,
total passenger transportation volume, passenger turnover volume, cargo transportation volume, and cargo
turnover volume totaled approximately 18.6 billion persons, 1,013.1 billion passenger-kilometers, 14.7 billion
tonnes and 975.4 billion tonne-kilometers, respectively, representing increases of 9.6%, 9.0%, 9.3%, and 12.2%,
respectively, over the volume in 2005. The Eleventh Five-Year Plan for Roadway and Waterway
Transportation published by the Ministry of Communications estimates that, by 2010, total passenger and
cargo to be transported by the roadway system in China will be 24.0 billion persons and 16.0 billion tonnes,
respectively, with corresponding turnover of 1,500 billion passenger-kilometers and 1,200 billion tonne-
kilometers, respectively. The Planning of the National Freeway Network published by the Ministry of
Communications further estimates that, by 2020, total passenger and cargo to be transported by the roadway
system in China will be 36.5 billion persons and 19.9 billion tonnes, respectively, with corresponding turnover
of 2,500 billion passenger-kilometers and 1,500 biltlion tonne-kilometers, respectively. The PRC Government
will therefore increase its overall investment in roadway construction.
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The following charts set forth the length of operational freeways and the growth rate, and the
comparables of density of freeways in China for the periods indicated:

Length of Operational Freeways and Growth Rate Comparables of Density of Freeways
(2001-2006) (2002)
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The development of China’s current freeway network is not as comprehensive as those in other
developed countries around the world. Accordingly, the PRC Government has decided to focus on the
construction of a national freeway network in its Eleventh Five-Year Plan. According to The Planning of the
National Freeway Network issued by the Ministry of Communications in 2004, China’s national freeway
network will eventually comprise seven lines radiating from Beijing, along with nine north-south lines and
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18 east-west lines. The total length of this freeway network, or the “7918 Network™, will be 85,000 km. The
following map illustrates the planned freeway network or the “7918 Network™:
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The PRC Government plans to complete the “7918 Network™ within 30 years by investing
approximately RMB2 trillion, with an average annual investment of approximately RMB140 billien prior to
2010 and approximately RMB100 billion per year thereafter until 2020.

Currently, the main funding source for the construction of China’s roadways includes bank loans and
funds raised locally. The future funding channel for China’s construction of freeways is expected to include
non-governmental funds raised through the issuance of shares or corporate bonds by project companies.

Merropolitan Railway Construction

Since Beijing began trial operations of its subway system in 1969, major cities in China such as
Shanghai and Guangzhou began construction of their own metropolitan railway lines. Currently, Beijing’s
metropolitan railways consisting of subways and light rails comprises 142 km of tracks and Beijing’s subways
transport an average of 1,795,000 people per day. Excluding the maglev train, Shanghai’s metropolitan railway
lines currently under commercial operation are over 145 km long and frequently transport more than 2,000,000
people per day. During the past 10 years, the metropolitan railways in China have developed rapidly pursuant
to public policies and municipal infrastructure plannings. However, metropolitan railways in China are still
relatively underdeveloped. As of the end of 2006, only ten cities across mainland China had metropolitan
railways with approximately 20 lines. The rapid growth of China’s economy is expected to lead to increased
development of its metropolitan railway lines. Currently, over 20 Chinese cities, including Beijing, Shanghai,
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Guangzhou, Tianjin, and Dalian are constructing, preparing to construct, er designing new metropolitan
railway lines. According to an announcement from the Development and Reform Commission of Beijing
Municipality, the total length of Beijing’s metropolitan railway lines will reach a total length of approximately
561 km by the year of 2015. Shanghai will also have metropolitan railway lines of over 500 km long by the year
of 2012, according to Recent Construction Planning of Shanghai Metropolitan Railway Lines. The NDRC
estimates that the total length of China’s metropolitan railway lines will be approximately 1,300 km by 2010
and will be approximately 1,500 km by 2015, with an estimated investment of approximately RMBS00 billion.

Over the next few years, more construction projects for new metropolitan railway lines than ever before
will commence in the cities of the Pearl River Delta such as Guangzhou and Shenzhen and the cities of the
Yangtze River Delta such as Nanjing, Suzhou and Hangzhou, which are all experiencing rapid economic
growth, as well as in Beijing and Shanghai, which will be hosting the 2008 Olympics Games and the 2010
World Expo, respectively.

Currently, the funding source for the construction of China’s metropolitan railway lines mainly relies
on bank loans. Due to the large investment scale and high construction cost, the PRC Government encourages
foreign and domestic private enterprises to invest in China’s metropolitan railway sector.

CHINA’S CONSTRUCTION INDUSTRY
Overview of China’s Construction Market

With an increasing number of projects being undertaken by private, as opposed to state-owned,
construction companies, China’s construction industry has become increasingly market-oriented and
competitive. In addition, an increasing number of Chinese construction enterprises have emerged from the
labor-intensive construction sector, where they offer construction services on a contract basis and compete
against each other on the basis of low labor costs and less advanced technologies. These enterprises have
moved beyond providing project management services to providing engineering, procurement and construction
services utilizing advanced technologies and modern management methods while achieving higher profit
margins through their provision of comprehensive services. Current participants in China’s construction scctor
generally possess better technology, stronger management, better equipment and a higher level of expertise
than ever before.

In 2007, 35 construction companies were listed among the Top 500 Chinese Enterprises clected by the
China Enterprise Confederation and the China Enterprise Directors Association. In the same year, three
Chinese construction companies, including the CRCCG, were listed among the Fortune Global 500
companies. The total revenues of these three largest Chinese construction companies amounted to
RMB459.6 billion in 2007, representing approximately 41.0% of the total revenue of the 35 largest
construction companies in China.

In addition, 25 Chinese construction companies were ¢lected among the Top 225 Global Contractors,
with CRCCG ranking sixth in terms of total construction services revenue in 2006.
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The construction sector in China grew steadily in recent years as a result of the increased investments

in infrastructure and real estate development. The following charts set forth the total contribution to GDP
from the construction industry in China and the growth rate for the period indicated:

Total Contribution to GDP from the Construction Industry in China and Growth Rate
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However, the relatively low entry barrier to the Jabor-intensive construction market that does not use
advanced technology contributed to the rapid increase in the number of market participants. The large number
of market participants and insufficient market regulations have resulted in unregulated and fierce competition.
As a result, growth in profit has slightly lagged behind growth in revenue in the construction sector as a whole.
On the other hand, entry barriers for the construction market that requires substantial investment in advanced
equipment remain high, which is evidenced by the small number of enterprises possessing special construction

qualifications in China.

Known Trends of China’s Construction Industry

The following are trends that we believe will influence China’s construction industry:

Continued economic growth, backed by industry-friendly government policies, is expected to
result in further public spending on infrastructure projects, including transportation, natural
resources, municipal infrastructure, electric power, water conservancy and telecommunications,

While irregularitics, such as unfair pricing, local protectionismm and irresponsible payment
practices, continue to exist in the market and could threaten the development of emerging market
participants, the domestic construction market is becoming increasingly regulated as a result of
administrative measures that have been progressively promulgated by the PRC Government, such
as the PRC Construction Law and the PRC Bidding Law.

Large-scale construction companies are developing new business models. General contracting,
project management, and other aspects of operations have gradually improved to narrow the gap
between domestic and international standards, intensifying industry reforms, raising the overall
quality of construction management and enhancing investment returns.

China’s construction market will ultimately open up to foreign participants as a result of its
aceession to the WTO., The PRC Government has issued a number of notices announcing its
intention to further encourage sclective competition within the railway construction industry in
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China by allowing companies with the relevant prescribed professional qualifications to engage in
railway construction in China. Domestic construction companies may be less competitive than
their foreign competitors due to fewer financial resources, less sophisticated technologies and
heavier administrative burdens.

e  Competition in the market is intense and the construction sector is highly fragmented. State-
owned and private enterprises are qualified to conduct construction business, with large numbers
of market participants creating disorderly competition and forcing large-scale construction
companies to change their business models from project management to general contracting.
However, the industry is gradually experiencing a trend towards consolidation whereby smailer
enterprises are being acquired by larger companics. Given this trend, participation in large-scale
infrastructure construction projects is expected to be limited to only a small number of large
construction enterprise groups.

OVERSEAS CONSTRUCTION MARKET
Overview

While China’s overseas contracting market is primarily and substantially comprised of the overseas
construction business, Chinese companies also provide other services outside of China, such as industrial
manufacturing, petrochemical refining, and the development of telecommunication networks. By providing
financial support in the form of preferred credit loans to various countries, the PRC Government has
contributed to the growth of China’s overseas contracting market and increased business opportunitics for
China’s overseas contracting companies, including its overseas construction companies. Therefore, the growth
of China’s overseas contracting market is closely related to the development of China’s overseas construction
industry.

In 2006, the global economy grew by 3.8% from 2005, while international trade grew by 9.4% from
2005 to U.S.$11.7 trillion. At the same time, international investments increased by 22% from 2005 to
US$1.2 trillion. The growth of the world’s local economies, particularly in Asia, Africa, and Latin America,
has increased business opportunities in the construction market due to accelerated infrastructure spending.
According to an evaluation by the U.S. research agency, Global Insight, investments made in the global
construction market amounted to U.S.$4.6 trillion in 2006.

Under such favorable conditions in the both domestic and international markets, China’s overseas
contracting industry experienced unprecedented growth in 2006. According to statistics published by the
MOFCOM, in 2006, turnover from overseas contracting was US$30 billion and new contract value was
U.S.$66 billion, representing an increase of 37.9% and 123.0%, respectively, from 2005. As of the end of 2006,
total turnover from overseas contracts and new contract value were U.S.$165.8 billion and U.5.$251.9 billion,
respectively.
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The following chart itlustrates the turnover generated from completed overseas contracting projects
and new overseas contract value and the respective growth rate between 2001 and 2006:

Turnover Generated from Completed Overseas New Overseas
Contracts and Growth Rate Contract Value and Growth Rate
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The following chart sets forth the turnover from completed overseas contracting projects in 2006 by
industry sector:
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In the past few years, new contract value from the building construction sector steadily accounted for
approximately 30% of total new contract value. However, following the commencement of several major
overseas {ransportation projects in 2006, new contract value in the transportation sector surpassed new
contract value in the building construction sector for the first time. In 2006, new contract value in the
transportation sector was U.8.822.5 billion, accounting for 34% of total new contract value in the same year,
while new contract value in the building construction sector was U.S.$14.9 billion, accounting for only 22.5%
of new contract value. Following the current trends, we expect that the turnover from the transportation sector
will surpass turnover from the building construction sector in the next two years.

In 2006, traditional markets for China’s overseas contracting industry, such as those in Asian and
African countries and territories and emerging markets in Latin America, grew rapidly. Chinese companies
continued to enter into contracts for major projects in Africa and therefore there was a noticeable increase in
new contract value in the African market, which amounted to U.S.$28.7 billion and surpassed new contract
value in the Asian market for the first time. The new contract value of Asian and African markets combined in
2006 amounted to U.S.355.9 billion, accounting for 84.7% of new contract value of China’s overseas
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contracting market compared to 81.8% in 2005. This growth in the Asian and African markets, largely due to
increased infrastructure spending, reinforces the predominant position of these markets in China’s overseas
contracting industry, and also increases business opportunities in the overseas construction market.

The following chart illustrates the source and percentage of new contract value by continent in 2006:
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Trends in China’s Overseas Contracting Market

Development of China’s overseas market is subject to the following trends:

Aggressive and Rapid Development and Continued Growth in Project Scale

According to statistics published by the Division of Foreign Economic Ceoperation of MOFCOM,
Chinese companies were engaged in a total of 212 new overseas projects in 2006, each valued at over
U.S.$50 million. Of these 212 projects, 96 were valued at over U.S.$100 million and five were valued at over
U.S.$1.0 billion. Three particularly large projects, ail of which are overseas construction projects, include:
(i) a high-speed railway project in Turkey, valued at approximately U.S.$1.27 billion; (ii) the Algerian
East-West Expressway Project, valued at nearly U.S.$6.3 billion; and (ii) Nigeria's Lagos-Kano Railway
Modernization Project, valued at U.S.$8.3 billion. Our Company is the general contractor for all three
exceptionally large projects.

Growth of Business Entities and Greater Competitiveness

A substantial number of Chinese contractors are gradually competing with their foreign counterparts in
the overseas contracting market. In 2006, a number of countrics extended open invitations to Chinese
companies to participate in their contracting projects.
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The following table lists the ten largest Chinese companies in terms of new overseas contract value in

2006:
Turnover From
Company Name New Overseas Contracts
(in U.S.$ million)

COECC D e 11,393.2
CITIC International Contracting Inc. . ... ... it 5,012.4
China State Construction Engineering Corporation . .......... ... .o iiiann. 4,513.5
Huawei Technologies Co., Ltd. ... .. . i e 3,119.0
Sinopec Engineering Incorporation. . ....... .. ..o o i i i 2,775.0
China Road & Bridge Corp. ... o e 2,039.3
Shanghai Zhenhua Harbor Machinery Co,, Ltd. ........ .. ... .. .. . . .. ... 1,685.7
China Railway 20th Bureau Group Co., Ltd."" ... ... ... .. ............... 1,567.8
China National Machinery & Equipment Import & Export Corp. ............... 1,4209
Sinohydro Corp. ... 1,409.9

Source: Division of Foreign Economic Cooperation, MOFCOM
(I} CCECC and China Railway 20th Bureau Group Co., Ltd. are our wholly-owned subsidiaries.

Chinese contractors have become increasingly competitive in the international market. The
competitive strengths of Chinese contractors are not limited 1o low labor costs and prices, but also include
advanced technology, modern equipment and technical expertise. For example, the technology used by
Chinese contractors in the construction of transportation facilities and electric power facilities is already
among the most advanced in the world. Morecover, when the Qinghai-Tibet Railway Line commenced
commercial operations on | July 2006, Chinese contractors demonstrated their ability to construct the world’s
longest, highest and most technologically sophisticated plateau railway.

Increased Cooperation

Currently, large-scale contractors in Europe, the U.S. and Japan may have an advantage with respect
to technologies, patents, financing resources and management expertise. However, contractors from
developing countries continue to improve their technology and management skills to enter the international
market, leading to increased divisions of expertise. The increase in divisions of expertise promotes cooperation
among companies operating in the overseas contracting market. Increased cooperation does not only occur
among Chinese contractors, but also between Chinese contractors and foreign large-scale contractors as well
as between Chinese contractors and local subcontractors.

This trend toward increased cooperation in the overseas contracting market reflects a similar trend in
the overseas construction market. For example, during the bidding process for the Algerian East-West
Expressway Project, more than 64 international construction companies cooperated to form seven consortiums
to compete for the contract.

Government Sponsored Cooperation Programs Prompt the Growth of the Overseas Contracting
Business

One of the trends following China’s accession to the WTO is global competition by Chinese
enterprises. Pursuant to the “going out™ strategy that encourages Chinese enterprises to conduct businesses in
the global market, the PRC Government will increase the size and scope of funding support for Chinese
contractors to conduct their businesses in overseas markets. In recent years, the PRC Government has
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enhanced its trade relations with other countries, particularly with is regional neighbors and African countries.
In 2006, large projects with contract value of over U.S.$50 million for which Chinese contractors were
engaged were concentrated in Asian and African countries, including Angela (17 projects), Vietnam
(10 projects), Saudi Arabia (10 projects), Pakistan {9 projects), Indonesia (9 projects), India (8 projects),
Algeria (8 projects), Malaysia (7 projects) and Ethiopia (6 projects).

Major Infrastructure Projects in Hong Kong to Create Business Opportunities

In accordance with the 2007-2008 Policy Address, the Hong Kong government has initiated a policy to
accelerate local and cross-boundary infrastructure development to boost the economy of Hong Kong, which
includes the extension of current metropolitan railway lines, the development of the West Kowloon and the
Kai Tak district, the Guangzhou-Shenzhen-Hong Kong Passenger Railway Line, the Hong Kong-Zhuhai-
Macau Bridge, the Hong Kong-Shenzhen airport cooperation project and the Hong Kong-Shenzhen Joint
Development of the Lok Ma Chau loop. Such projects will not only improve the domestic transportation
network, but will further strengthen the connection between the socio-cultural and business activities, while
fostering cross-boundary integration with mainland China. Such major infrastructure projects will also create
many employment opportunities and increase the demand for large and sophisticated construction contractors.

CONSTRUCTION SURVEY AND DESIGN

The growth in the construction survey and design industry in China is directly related to the growth in
domestic infrastructure construction projects. According to the MOC, total revenue generated from the
construction survey and design industry was approximately RMB371.4 billion for the year 2006, and total
revenue generated in the industry grew at a CAGR of 38.9% from 2001 to 2006. The following chart illustrates
the total revenue generated from China’s construction survey and design industry and growth rate for the
periods indicated;

Total Revenue Generated in the Construction Survey
and Design Industry in China and Growth Rate
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China Statistic Yearbook 2007, National Bureau of Statistics

LARGE TRACK MAINTENANCE MACHINERY MANUFACTURING INDUSTRY IN CHINA
Development of the Large Track Maintenance Machinery Industry

Large track maintenance machinery is the crucial railway transportation equipment for the service,
maintenance and repair of railway tracks. Track maintenance machinery is primarily used for major repair and
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maintenance of a railway’s high-traffic main line and the construction of new tracks. Large track maintenance
machinery possesses automated and coupling functions similar to those of a locomotive, as well as the ability
to meet a track’s repair needs. Large track maintenance machinery utilizes state-of-the-art mechanical,
electrical, hydraulic pressure, pneumatic, a laser computing machine and automated technology.

Since 1997, speed limits of China’s major railway lines have alrcady been significantly increased six
times. Successful increases of the speed limits are based on the mechanization of track maintenance, which
has replaced the traditional manual work. China’s railway operators currently own a total of nearly 600 sets of
track maintenance machinery, with an annual major repair capacity of approximately 5,000 km. The demand
for large track maintenance machinery will continue to increase to meet the demand generated by new railway
construction projects and speed limit increasing projects of existing railway lines.

Market for Domestically Manufactured Large Track Maintenance Machinery

Domestic production of large track maintenance machinery and equipment plays an important role in
the development of China’s track maintenance manufacturing industry. The PRC Government promotes the
domestically manufactured track maintenance machinery business so that the production will meet domestic
demands, The introduction of advanced foreign technology in the mid-1980s enabled Chinese manufacturers
to begin producing major repair and maintenance equipment in China. Chinese manufacturers have
repeatedly won bids against foreign competitors in the sale of track machinery equipment based on the price
advantages. Currently, track maintenance machinery and equipment made in China accounts for 90% of all
large track maintenance machinery used by all railway operators.

The key players in the industry include Kunming China Railway Large Road Maintenance Machinery
Co., Ltd., a subsidiary of our Company, Golden Eagle Railway Vehicle & Machinery Co., Ltd. and XingPing
Maintenance Machinery Factory. The following chart sets forth the approximate market share held by each of
these companies in 2006:

BAKunming China Railway Large Road
Maintenance Machinery Co., Lid.

O Xiangfan Golden Eagle Railway Vehicle &
Machinery Co., Lid.

@ XingPing Maintenance Machinery Factory

Source: MOR

Known Trends in the Development of the Large Track Maintenance Machinery Manufacturing
Industry

The trends influencing the development of large track maintenance machinery manufacturing industry
include:

®  As large track maintenance machinery is critical to railway maintenance, construction of new
railway lines in China will significantly increase the market demand for large track maintenance
machinery.
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®  Equipment manufacturing is critical to China’s economy and national security. As such, the PRC
Government encourages the development of the domestic equipment manufacturing businesses.
We expect that the favorable industry policy will benefit the large track maintenance
manufacturing industry.

®  Manufacturing of large track maintenance machinery utilizes state-of-the-art mechanical,
electrical, hydraulic pressure, pneumatic, a laser computing machine and automated technology.
Large track maintenance machinery manufacturers in China continue to develop advanced
technology and strengthen their scientific research capabilities, laying the groundwork for steady
and rapid growth of the industry.

®  Development of new technology continues at a rapid rate, causing those preducts currently on the
market to become increasingly obsolete. Manufacturers must therefore be diligent in updating
their products and exploring the implementation of new technology in order to adapt to higher
market standards.

¢  Expanding business operations to other geographical markets is critical to the manufacturers of
large track maintenance machinery since the domestic market is subject to a limited amount of
customers and the demand may not be sufficient.

REAL ESTATE INDUSTRY IN CHINA

Since its transition into a market-driven sector, the significant but volatile growth of China’s real cstate
industry has been driven by a number of developments in China including, among others, strong economic
growth, rising levels of disposable income, improvement of China’s credit-lending industry, increased
investment activities and growing urbanization rate. According to China Statistical Yearbook 2007, disposable
annual income per capita for urban houscholds in China increased from RMB6,860 in 2001 to RMB11,759 in
2006, representing a CAGR of 11.4%, indicating increased purchasing power for urban households throughout
China. The coincidental growth of outstanding mortgages in China suggests that a fair portion of China’s new
disposable income has been channeled into its real estate market. From 2001 to 2006, China’s outstanding
mortgage loans increased from RMB360.0 billion to RMB2,252.9 billion according to the National Bureau of
Statistics, representing a CAGR of 32.1%.
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According to the National Bureau of Statistics, residential real estate prices in China grew at a CAGR
of 9.1% from RMB2,0!17 per m® to RMB3,119 per m® from 2001 to 2006. For the same period, houses for
business use increased at a CAGR of 9.9% from RMB3,274 per m* to RMB5,247 per m’. The following chart
illustrates the average prices for residential buildings and houses for business use in China for the pertods
indicated:

Real Estate Prices in China
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The PRC Government has steadily increased the extent of its control over the real estate industry
because the real estate industry has a significant impact on the economic and social stability of China.
Intervention by the PRC Government generally is implemented through macro-economic control measures
that are aimed to temper the growth of the industry and stabilize real estate prices. Since 2004, the PRC
Government has announced and adopted a comprehensive series of measures with the twin goals of
suppressing general demand for property, particularly for speculative purposes, and controlling the supply of
property to ensure sufficient affordable housing. These measures include, among others, increasing taxes on
short term gains from real estate sales, tightening lending standards, facilitating the construction of affordable
housing and increasing the reserve ratios of financial institutions to limit credit availability. For residential
properties, the PRC Government has imposed bans on excessive increases in housing prices.

These measures have had limited effectiveness in slowing the growth of China’s real estate industry as
the volume of and revenue generated from property sales continue to grow at rapid rates. According to China
Statistical Yearbook 2007, the total GFA sold in China reached 618 million m® in 2006 and generated
RMB2,082.6 billion in sales, compared to the 224 million m? sold in 2001 that generated RMB486.3 billion.
These figures represent a CAGR of 22.5% for GFA sold and a CAGR of 33.8% for property sales revenue
during the indicated period. The growth of property sales continued up through the first ten menths of 2007,
during which a total of 536 million m* of GFA was sold in transactions that aggregate to RMB2,130 billion,
exceeding the total sales revenue for 2006. Compared to figures for the first ten months of 2006, property sales
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volume increased 31% and sales revenue increased 51%. The charts below set forth the total GFA sold and

total sales from real estate in China and the respective growth rate from 2001 to 2006:

Total GFA Sold and Growth Rate

{million m?)

Total Sales from Real Estate and Growth Rate

(RMB billion) {%)
700 - 2500 r 7o
600 - 60
2000
500 1 F 50
200 1500 7956 10376 40
] 603.2 L
3001 049 1000 1 51.9% 3
200 1 486.3 20
00
0] 1 17 e
0 ¥ T T [v] T ¥ T T T —r 0
2001 2002 2003 2004 2005 2006 2001 2002 2003 2004 2005 2006
ID GFA Sold —&- Growth Rate IE:] Revenue from Property Sales —@— Growth Rate

Source: China Staristical Yearbook 2007, National Bureau of Statistics Sotirce: China Statistical Yearbook 2007, National Bureau of Statistics

LOGISTICS SERVICES INDUSTRY IN CHINA

The logistics services industry in China is characierized by strong growth and increasing consolidation.
The logistics services industry provides services that facilitate the transportation and distribution of goods in
the stream of commerce. There is a direct correlation between the growth of both the economy and demand
for logistics and logistical services as increased trading activities require logistics and logistical services to
support it. China’s heavy investment in logistics infrastructure in recent years has facilitated the rapid
development of the logistics service industry and the steady increase of freight traffic across various modes of
transportation. The chart below shows the freight traffic by railway in China and the growth rate for the
periods indicated:

China’s Freight Traffic by Railway and Growth Rate
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China’s logistics costs are currently relatively high compared to those of developed countries but are
expected to decrease due to growing competition in the industry. According to China's Third Party Logistics
Market Research co-produced by Mercer Management Consulting and China Federation of Logistics and
Purchasing, China’s logistics costs amounted to 20% of GDP in 2001. Even in 2006, the logistics costs still
remained 18.3% of GDP, almost double the corresponding level in developed countries. High logistics costs in
China increase the costs of conducting economic activities and could adversely affect economic growth.

The Eleventh Five-Year Plan of the PRC has targeted the logistics industry as one of the key industries
for development, and policies have been implemented to encourage the development of third party logistics
services, investment in modernization and technology adoption and competition in the industry. In recent
years, foreign competition in China’s domestic logistics services industry has increased as a result of phased
deregulation and the perceived potential market for logistic services in China, resulting in rapid consolidation
in China’s logistics service industry as logistics service providers reposition themselves in the new competitive
landscape.
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OVERVIEW

Many of the industries that we are engaged in, including the construction, survey, design and
consultancy, manufacturing, and real estate development operations in China, are subject to the supervision
and administration of relevant governmental authoritics in the PRC.

We are principally subject to the governmental supervision of, and regulations promulgated by, the
following agenciecs of the PRC Government:

The MOC is responsible for the supervision and administration of qualifications, eligibilities,
tender and bidding, construction, survey, design, supervision, inspection and certification of the
completion of engineering works in various construction industries and for the administration of
safety in survey, design and construction of various kinds of engineering works. The MOC is also
responsible for the centralized supervision and administration of qualifications for enterprises in
the construction industry of China. The MOC coordinates various authorities of the State
Council, including the MOR, the Ministry of Communications, the Ministry of Water Resources,
the Ministry of Information Industry and the General Administration of Civil Aviation to ensure
that the relevant types of qualifications for enterprises in the construction industry are
appropriately administered. The governmental authorities in charge of construction at the
provincial level are responsible for the centralized supervision and administration of qualifications
of enterprises in the construction industry within their own administrative regions. The
governmental authorities of communications, water resources, information industry, and other
relevant authorities at the provincial level, in collaboration with the governmental authority in
charge of construction at the same provincial level, are responsible for the administration of
various qualifications for enterprises in the construction industry.

Except for the MOC and other relevant authorities, the MOR and its local railway administration
are responsible for the review and approval of licenses and certificates of qualifications and
cligibilities of enterprises engaged in railway construction, the supervision and administration of
survey, design, tender and bidding, and construction, and the supervision, inspection and
acceptance for completion of railway construction projects.

The MOR and its authorized departments are responsible for the centralized administration of the
tender and bidding of railway construction projects in China, and the tender and bidding
management offices of both the MOR and the local railway bureaus are responsible for the
supervision and inspection of the tender and bidding of railway construction projects.

The Ministry of Communications, the General Administration of Civil Aviation, the Ministry of
Water Resources, the Ministry of Information Industry and their local authorities are responsible
for the supervision and administration of the quality of construction projects such as highway,
waterway, airport, water conservancy and hydropower facility projects, and collaborate with
relevant governmental authoritics in charge of construction in the examination and administration
of qualifications and eligibilities of enterprises engaged in such construction projects.

Enterprises and institutions engaged in overseas construction projects and overseas cooperative
labor arrangements must apply to the MOFCOM for appropriate qualification certificates. The
MOFCOM is responsible for the supervision and administration of overseas construction projects
and overseas cooperative labor arrangements, as well as for the issuance of the relevant business
permits.
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e The MOC is responsible for supervising and administering qualifications for real estate
development enterprises, as well as overseeing real estate development and management in China.
The real estate administrations of local governments at or above county level are responsible for
supervising and administering qualifications for real estate development enterprises and overseeing
real estate development and management within their respective administrative regions. Land use
administrations of local governments at or above county level oversee land control related to real
estate development in accordance with applicable laws and administrative regulations.

e  The State Environmental Protection Administration and local governmental authorities in charge
of ecnvironmental protection are responsible for the supervision and administration of
environmental protection during the course of construction.

e The State Administration of Work Safety (“SAWS”) is responsible for implementing
comprehensive supervision of work safety in China. Work safety administrations of local
governments at or above county level are responsible for comprehensive supervision of work safety
within their respective administrative regions.

CONSTRUCTION INDUSTRY

Pursuant to the Construction Law of the PRC, prior to the start of construction projects, project
owners must, in accordance with relevant provisions of the State, apply to competent construction
administrations at or above the county level for construction permits, except for small projects below a value
set by the competent construction administration of the State Council,

Construction projects approved in accordance with authorities and procedures stipulated by the State
Council are exempted from obtaining construction permits.

Laws and Regulations on the Administration of Qualifications

According to the Railway Law of the People’s Republic of China, the Highway Law of the People’s
Republic of China, the Construction Law of the People’s Republic of China, the Provisions on the
Administration of Qualifications of Enterprises in Construction Industry, the Regulation on Quality Control of
Construction Projects, the Provisions on Quality Control of Railway Construction Profects, the Measures for
the Administration of Construction Permits for Construction Projects and other applicable laws and
regulations, an enterprise engaged in railway and/or highway construction and other relevant construction
projects may only carry out construction activities within the scope of their respective qualifications.

Qualifications of Entities Engaged in the Construction Business

The qualifications of construction enterprises can be divided into three categories, namely general
contracting, specialized contracting and labor service sub-contracting, each of which is further divided into
various qualification ratings depending on the nature and technical specifications of the project.

Each of these qualification ratings is then further subdivided into certain grades based on prescribed
conditions.

¢  Enterprises that have obtained the qualification for general contrécting may undertake general
contracting construction projects. In addition, an enterprise possessing such qualification may
either perform the specialized construction work within the general contracting construction
projects by itself, or subcontract any specialized construction work or labor service work to other
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construction enterprises equipped with the appropriate qualification for specialized contracting or
labor service sub-contracting.

e Enterprises that have obtained the qualification for specialized contracting may undertake
specialized projects subcontracted by general contractors or by developers according to relevant
provisions. Furthermore, an enterprise possessing such qualification may either perform the
specialized work on its projects by itself, or sub-contract the labor service work to other enterprises
equipped with the appropriate qualification for labor service contracting.

e  Enterprises that have obtained the qualification for labor service subcontracting may undertake
labor service subcontracted by general contractors or specialized contractors,

Law Governing Construction Activities

Pursuant to the PRC Construction Law, a project owner must be legally licensed prior to the start of
construction. Construction engineering enterprises, surveying entities, designing entities and supervising
entities engaged in construction activities must be equipped with corresponding professional qualifications.
Contract awarding and the contracting of construction projects must be legally carried out. The construction
supervising entity with appropriate qualifications must, on behalf of the project owner, supervise the
contracting entity in accordance with the laws, administrative regulations, technical standards, designing
documents and agreements of the project contract. The survey, design and construction engineering must
comply with the relevant national safety standards on construction projects. The project owner, the surveying
entity, the designing entity and the construction engineering entity of a construction project will, through the
performance of their respective functions, ensure the quality of the project.

Laws and Regulations on the Administration of Tender and Bidding

The Construction Law of the PRC, the Bidding Law of the People’s Republic of China, the Measures
Sfor Implementing Tender and Bidding of Railway Construction Projects, the Measures for Administration of
Bid Invitation and Tendering for Survey and Design of Highway Projects, and the Measures for
Administrating Design Tendering of Construction Projects stipulate provisions governing tender and bidding in
the contract awarding and contracting of survey, design, construction and consuitancy related to construction
projects.

Projects Subject to Tender and Bidding
General Rules on Consiruction Projects

According to the Bidding Law of the People’s Republic of China, tender is required for the survey,
design, construction and consultancy of projects in China, including projects involving large-scale
infrastructure and public utility relating to public interest and security, projects entirely or partially financed by
state-owned funds or loans by the State and projects financed by loans and financial aid from international
organizations or foreign governments.

Special Rules on Railway Construction

According to the Measures for Implementing Tender and Bidding of Railway Construction Projects,
railway construction projects that meet any of the following criteria are subject to tender: a) total project
investment with a minimum of RMB2 millior or estimated price of any individual construction contract at
RMBI1 million or above; b) estimated price of any individual consultancy service contract exceeding
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RMB100,000; and ¢) estimated price of any individual purchase contract of important equipment and primary
materials exceeding RMB500,000.

Measures for the Administration of Bid Invitation and Tendering for Survey and Design of
Highway Projfects

According to the Measures for the Administration of Bid Invitation and Tendering for Survey and
Design of Highway Projects, the following highway construction projects must be subject to competitive
bidding, excluding those concerned with national security, state secrets, emergency handling, disaster relief or
poverty relief, and for which the method of competitive bidding is improper: a) a highway construction project
with a total investment of RMB30 million or more; b) a highway construction project with an estimated price
of a single construction contract in the sum of RMBS500,000 or more; or ¢} other highway construction
projects that must be subject to competitive bidding as required by any other laws or administrative
regulations.

Tender, Bidding and Winning
Tender

Pursuant to the Construction Law of the PRC, construction projects must be contracted through
tender and bidding, except for those projects unsuitable for tender and bidding, which can be directly awarded.
The tender and bidding of construction projects must abide by the principles of transparency, impartiality and
fair competition, and the most qualified and competitive contractors should be selected.

For construction projects subject to tender and bidding, contract awarding entities shall, in compliance
with legal procedures and methods, publish bidding invitations and provide tendering documents containing
the major technical requirements of the target construction project, key terms of the contract, the standards
which will be used to evaluate bids as well as procedures for the opening, evaluating and awarding the bids.

Bidding

According to the Bidding Law of the People’s Republic of China and special regulations governing
railway construction, a bidder for railway construction projects subject to tender must meet the following
requirements: a} possess a business license registered with and approved by the Administrations for Industry
and Commerce; b) possess relevant railway industry qualifications related to the tendering project and the
corresponding capabilities required by the tendering project; ¢) possess production licenses or special licenses
of important equipment and primary materials; d) provide a credit certificate from a valid bank account; and
e) provide the annual auditing report issued by an intermediary agency based on the bidder’s annual financial
statements.

The construction, survey, design and consultancy entities of a construction project may each separately
bid for the project, or two or more legal persons or other organizations may form a consortium and jointly
participate in the bidding as one bidder. All members of such a consortium must be equipped with the
appropriate capabilities required by the tendering project, and meet the qualification requirements, if any,
prescribed by the State’s applicable regulations or by the tendering documents. The qualification rating of a
consortium composed of entities of a same profession must be that of the entity with the lowest qualification
rating. In the event that the consortium wins the bid, all parties to the consortium must sign the contract
together with the tendering party and jointly assume responsibilities to the tendering party for the awarded
project.
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The winner of the bid is determined by the tendering party amongst the candidates recommended in
accordance with the written bidding evaluation report presented by the bid evaluation committee, or is directly
determined by the bid evaluation committee under the authorization of the tendering party.

Winning a Bid

The winning bid must, to the fullest extent, meet the comprehensive evaluation criteria set forth in the
tendering documents, or must fulfill the substantial requirements prescribed in the tendering documents while
under normal circumstances providing the lowest bid, exclusive of below-cost bids.

Once the bid winner is determined, the tendering party must issue a bid winning notice to the winner
and notify the bidding result to the other bidders. The bid winning notice is legally binding on the tendering
party and the bid winner.

Laws and Regulations on the Administration of Quality Control and Inspection for Completion

The Regulation on Quality Control of Construction Projects, the Measures for Quality Control in
Survey of Construction Projects took effect on 30 January 2000 and 1 February 2003, respectively. Both
contain provisions regulating the survey, design, construction and consultancy of construction projects. Besides
these laws, the Measures for Acceptance and Inspection for Completion of Railway Projects, which took effect
on 27 November 2001; the Regulation on Quality Control of Railway Construction Projects, which took effect
on 1 March 2006; the Measures for Acceptance and Inspection for the Completion {Delivery) of Highway
Projects, which took effect on 1 October 2004 and the Provisional Measures for Administration of Acceptance,
Inspection and Filing of Completion of Building Construction Projects and Municipal Infrastructure Projects,
on 7 April 2000 also provide provisions related to quality control and inspection for completion of construction
projects of different categories.

General Rules on Construction Projects

According to the Construction Law of the People’s Republic of China and Regulations on Quality
Control of Construction Projects, the survey, design and construction of projects must meet requirements of
the State on safety standards of construction projects. The developer as well as the survey, design, construction
and consultancy entities of a construction project are responsible for the quality of the project.

The developer must award the project to entities with appropriate qualifications, and coordinate the
design, construction and consultancy entities to conduct the inspection and certification of completion after
receiving the report on the completion of the construction project. The construction entity must legaily obtain
the appropriately rated qualification certificate and assume responsibility for the construction quality of the
project. The consultancy entity must legally obtain the appropriately rated qualification certificate and assume
responsibility for the quality of its supervision service. After completion, inspection and acceptance,
construction projects must comply with stipulated quality standards of construction projects, be equipped with
complete technical and economic data of the projects and executed warranties and meet other requirements of
completion stipulated by the State.

No construction preject shall be delivered for use before meeting relevant standards and requirements
on qualities. Any construction project that has not been inspected and accepted, or has failed inspection and
acceptance is prohibited from being delivered for use.
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According to the Regulation on the Administration of Survey and Design of Construction Projects,
entities engaged in the survey and design of construction projects must legally obtain the appropriately rated
qualification certificates and assume responsibility for the quality of the survey and design services.

Special Rules Governing Railway Construction Projects

According to the Provisions on Quality Control of Railway Construction Projects, the MOR is
responsible for the supervision and control of the quality of railway construction projects in China. Railway
developers are generally responsible for the quality of the projects; survey and design entities are responsible
for the quality of the survey and design services; construction entities are responsible for the quality of the
construction; and consultancy entities are responsible for the quality of the supervision service.

A construction entity may only undertake railway construction projects within the scope permitted by
its qualification rating and must assume responsibilities for the quality of projects. It must, pursuant to the
requirements of 1SO 9000 quality standards, establish a quality control department in its on-site management
institution, provide a sufficient number of full-time quality control staff for the project, set up a quality control
system for the project, establish and perfect the quality guarantee system, and define and ascertain quality
control responsibilities.

For a special project that has been subcontracted, the subcontractor is responsible to the general
contractor for the quality of the work so subcontracted and the general contractor bears joint responsibility
with the subcontractor for the quality of the subcontracted works. In the event that a consortium wins the bid,
the leading party of the consortium is generally responsible for the quality of the project awarded. All parties
to the consortium must sign the contract with the tendering party and assume joint responsibilities to the
tendering party for the quality of the project awarded.

Entities involved in the construction, survey and design, construction and consultancy of railway
construction projects, including their respective staff members, if found to have violated the Provisions on
Quality Control of Railway Construction Projects, will be ordered to make corrections according to applicable
clauses of the above Provisions, and will be subject to administrative penalties by the MOR or its authorized
quality supervision institution of railway construction projects, in accordance with the Regulation on Quality
Control of Construction Projects. Such penalties include: rectification of the violation; disciplinary warnings to
the entity and the person(s) with direct responsibility; revocation of license; restrictions on the participation in
bidding or competitive plan selections of railway survey and design projects; restrictions on the participation in
bidding for railway construction and supervision projects; and prosecution for criminal liabilities by the judicial
authority for any crime committed.

Laws and Regulation on Environmental Protection

The Environmental Law of the People’s Republic of China, the Environmental Protection Law of the
People’s Republic of China, the Prevention and Control of Atmospheric Pollution Law of the People’s
Republic of China, the Prevention and Control of Water Pollution Law of the People's Republic of China, the
Prevention and Control of Environmental Pollution by Solid Waste of the People’s Republic of China, the
Construction Law of the People’s Republic of China, the Environmental Effect Appraisal Law of the People’s
Republic of China, the Regulation on the Administration of Environmental Protection of Construction
Projects and other relevant laws and regulations contain provisions concerning environmental protection
during the course of construction projects.

97




REGULATIONS

Construction entities must, in accordance with laws and regulations concerning environmental
protection and work safety, adopt measures to control environmental pollution and harm resulting from dust,
waste pgas, waste water, solid waste materials, noise and vibration at construction sites. The State
Environmental Protection Administration and local governmental authorities in charge of environmental
protection are responsible for the supervision and administration of environmental protection during the course
of construction.

The sanctions imposed for entities in breach of environmental protection laws vary in accordance with
the extent of the pollution and the circumstances of the breach. These sanctions include warnings, fines,
remedial actions within prescribed timelines, suspension or cessation of operations. Entities in breach will also
be liable to indemnify entities who have suffered losses as a result of the pollution. Breaches of the
Environmental Law of the People’s Republic of China resulting in serious environmental pollution is a
criminal offence.

Laws and Regulations on Work Safety

Laws and regulations such as the Construction Law of the PRC, the Work Safety Law of the People’s
Republic of China (*Work Safety Law”}, the Regulation on Work Safety Licenses and the Administrative
Regulation on Work Safety of Construction Projects provide standards for the administration of work safety
for construction projects.

Relevant departments of the State Council implement the supervision and administration of work
safety within their respective scope of functions and duties pursuant to the Work Safety Law and other
applicable laws and administrative regulations. Departments of the local governments at or above the county
level implement the supervision and administration of work safety within their respective scope of functions
and duties pursuant to the Work Safety Law and other applicable laws and administrative regulations.

According to the Work Safety Law, entities engaged in production and business operations must
implement national or industrial standards prescribed for the purpose of ensuring work safety, and must
provide conditions that comply with work safety requirements set forth in applicable laws, administrative
regulations and national or industrial standards. Entities that fail to provide such conditions in the workplace
are not permitied to engage in production or business operations. Designers and designing entities of safety
facilities of construction projects are liable for the design of safety facilities. Entitics engaged in production
and business operations must install prominent warning signs on relevant dangerous operation sites, facilities
and equipment.

According to the Administrative Regulation on Work Safety of Construction Projects and the
Regulation on Work Safety Licenses enacted by the State Council, construction enterprises are not permitted
to engage in construction projects without work safety licenses.

According to the Administrative Regulation on Work Safety of Construction Projects enacted by the
State Council, entities involved in the work safety of construction projects must assume liability for the work
safety of construction projects. The surveying entities conduct surveys in accordance with laws, regulations and
mandatory standards for construction projects, and documents related to the surveys must be authentic and
accurate so as to meet the work safety requirements of construction projects. Designing entities must produce
designs in compliance with laws, regulations and mandatory standards for construction projects so as to
prevent any work safety accident that might cccur from non-compliant designs. Consultancy entities must
examine whether the safety technologies and measures in the construction designs or special construction
plans are in line with the mandatory standards for the construction of projects.
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The chief person-in-charge of the construction entities is responsible for the overall work safety of the
entities concerned. In a general contracting construction project, the general contractor is liable for the overall
work safety on the construction site. Where the general contractor subcontracts the construction project to
another entity, it is required by law to explicitly stipulate each party’s rights and obligations in regard to work
safety in the subcontract. The general contractor and the subcontractors bear joint liability for the work safety
of the subcontracted projects. I the subcontractors do not follow the work safety management policies of the
general contractor, they will incur significant liabilities for work safety accidents caused by their non-
compliance.

A construction entity must provide occupational accidental injury insurance for the employees engaged
in dangerous work on site, and is required to pay the insurance premium. In a general contract project, the
insurance premium is paid by the general contractor. The insurance coverage applies from the commencement
of the project to when the project is determined as qualified upon the inspection and certification of its
completion.

Laws and Regulations on Overseas Construction Projects and Overseas Labor Cooperative Labor
Arrangements

Overseas Construction projects

According to the Foreign Trade Law of the People's Republic of China, any entity engaged in overseas
construction projects or an overseas labor cooperative arrangement must possess corresponding eligibilities or
qualifications.

In addition, pursuant to the Management Measures of Operating Qualification Certificate for Foreign
Economic Cooperation in the People’s Republic of China, enterprises and entities involved in overseas
construction projects are required to apply to the MOFCOM for a qualification certificate, which serves as the
certificate for enterprises to be engaged in the business of overseas economic cooperation. When conducting
such business, enterprises may be asked to present the qualification certificate to competent authorities,
relevant entities, exported laborers and foreign investors in accordance with the relevant provisions.

The MOFCOM is in charge of the centralized administration of qualification certificates in China, and
is responsible for printing the certificate, stipulating measures for the administration of the certificate and
supervising the implementation of the local authorities in charge of commerce,

Overseas cooperative labor arrangements

According to the Measures for the Administration of Operational Qualifications for Overseas
Cooperative Labor Arrangements, enterprises may not enter into overseas cooperative labor arrangements until
relevant permissions are graated by the MOFCOM. Enterprises are required to obtain the appropriate
operational qualification for overseas cooperative labor arrangements pursuant to the measures hereof, as well
as obtain the Operational Qualification Certificate of the People’s Republic of China for Overseas Cooperative
Labor Arrangements. In addition, overseas enterprises, natural persons or foreign institutions with operations
in China may not directly recruit labor employees within the territory of China.

Enterprises with the operational qualification for overseas construction projects as approved by the
MOFCOM may dispatch labor workers for overseas projects on an as needed basis.
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SURYEY, DESIGN AND CONSULTANCY INDUSTRY

According to the Regulation on the Administration of Survey and Design of Construction Projects, the
Provisions on the Administration of Eligibilities of Construction Survey and Design, the Measures for the
Administration of Survey and Design of Railway Construction Projects, the Provisions on the Administration
of Eligibilities of Project Supervising Enterprises and other applicable laws and regulations, enterprises
providing survey, design and consultancy services are subject to industry-specific supervision and regulation,
and all enterprises are required to be engaged in business activities within the scope permitted by their
respective eligibilities as approved by the competent regulatory authorities.

The MOC is responsible for administering eligibilities applicable to survey, design and consultancy in
China’s construction industry, and relevant authorities of the State Council such as the MOR must cooperate
with the MOC in the administration of relevant types of cligibilities related to survey, design and consultancy
in the construction industry. The governmental departments at the provincial level in charge of construction
survey, design and consultancy must collaborate with the construction administrative authorities at the same
provincial level to implement the administration of eligibilitics of such enterprises.

Survey and Design Regulations
General Provisions on Eligibilities of Survey and Design Enterprises

Eligibilities of project survey and design are classified into the eligibilities of survey and the eligibilities
of design. The former is further classified into three categories: the comprehensive eligibility; the specialized
cligibility; and the labor service eligibitity. The comprehensive eligibility only contains one category, Grade A,
under which an enterprise may undertake any and all survey projects (excluding marine engineering survey
projects). The specialized category is classified into Grade A, Grade B and Grade C based on the nature and
technical specifications of the project, There is no grading system for the labor service eligibility. Enterprises
with the specialized cligibility can provide corresponding specialized survey services at the corresponding
rating, while those with the labor service eligibility can provide surveying labor services for geotechnical works,
exploration drilling, and well-digging.

The eligibilities of design are further classified into four categories: the comprehensive eligibility, the
industrial eligibility, the special eligibility and the specific eligibility. The comprehensive eligibility only
contains one classification, Grade A, while the industrial, special and specific eligibilities contain both
Grade A and Grade B classifications. The industrial, special and specific eligibilities also contain a Grade C
classification, while the special eligibility can include a Grade D classification based on the nature and
technical specifications of a project. There is no limitation on the type of business engaged in by enterprises
with the comprehensive eligibility classification to undertake design projects. Enterprises with the industrial
eligibility classification can undertake design projects at the corresponding rating within the corresponding
industry or special or specific design projects (excluding the projects which require the integrated eligibilities
of both design and construction) at the corresponding rating within the corresponding industry. Enterprises
with the special eligibility classification can undertake special design projects at the corresponding rating or
specific design projects {excluding the projects which require the integrated eligibilities of both design and
construction) at the corresponding rating within the corresponding specialized industry. Enterprises with the
specific eligibility classification can undertake specific design projects at the corresponding rating.
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Special Provisions on Eligibilities of Surveying and Designing Enterprises of Railway
Construction

According to the Administrative Measures for Survey and Design of Railway Construction, enterprises
and major practitioners engaged in the survey and design of railway construction must possess the appropriate
eligibilities for survey and design as well as the appropriate individual practicing qualifications. Furthermore,
they must only carry out business within the scope of approved eligibilities and qualifications.

Requirements on Preparing Survey and Design Documents for Construction Projects

As required by the Regulation on the Administration of Survey and Design of Construction Projects,
survey and design documents of construction projects are prepared based on:

e approvals of the project;
® urban planning;
® mandatory construction standards; and

& requirements by the State on the scope of the project regarding the survey and design of
construction projects.

The survey and design documents of specialized construction projects such as railway, transportation
and water resources projects must also incorporate the requirements of professional planning.

Technical indicators such as specification, type and performance of sclected materials, compenents and
fittings and equipment must be specified in design documents, and their quality must conform to the standards
prescribed by the State.

Consultancy Regulations
Eligibilities of Consultancy Enterprises

Pursuant to the Provisions on the Administration of Eligibilities of Project Supervising Enterprises,
eligibilities of consultancy enterprises are classified into three categories: the comprehensive eligibility, the
specialized eligibility and the firm-level eligibility. The specialized cligibility is divided into a number of
project types depending on the nature and technical character of the projects. No ratings are set under the
comprehensive eligibility and the firm-level eligibility. The specialized eligibility contains Grade A and Grade
B, and Grade C can be set for specialties including building construction, water resources and hydropower
projects, roads and municipal public utilities.

Consultancy Services

According to the Construction Law of the People's Republic of China, the State Council may stipulate
the scope of construction projects subject to mandatory consultancy. Construction projects subject to
mandatory consultancy are overseen by consultancy entities with appropriate eligibilities authorized by
developers. The developers and the authorized supervising entities enter into written contracts with respect to
the consultancy. Prior to the commencement of the consultancy of construction projects, the developer
informs the construction enterprises in written form of the consultancy entities authorized, contents for
consultancy and the scope for the consultancy.

The consultancy entities are required to carry out supervision of the quality of the construction work on
behalf of developers, as well as adhere to the proposed timetable for the construction project, use of
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construction funds pursuant to laws, administrative regulations, applicable technical standards, design
documents and contracts for project contracting. When the consultants believe that the construction is not in
line with the design requirements of the project, technical standards for construction and the terms of the
contracts, they arc entitled to demand corrections from the construction entities. When the consultants find
that the project design is not in conformity with quality standards for construction projects or the quality
requirements agreed to in the contracts, they may report to the developers who may then demand corrections
from the designing entities.

LABOR LAW

Compared to the PRC Labor Law, the new PRC Labor Contract Law provides additional protection to
the legitimate rights of the employees by requiring written labor employment contracts and long-term
contractual employment relationships, limiting the scope of the circumstances under which employees could
be required to pay penalties for breach of employment contracts and imposing stricter sanctions on employers
who fail to pay remuneration or social security premiums for their employees. These requirements help
establish stable and harmonious labor relationships between employers and employees.

LAWS AND REGULATIONS IN RELATION TO OUR BUSINESS ACTIVITIES OVERSEAS

We have complied with all relevant regulations in relation to our business activities overseas in all
material respects. As the revenue generated from our business activities overseas is relatively lower than that
generated from our business activities in the PRC and given the large number of overseas countries in which
we operate, this Prospectus does not include a description of the regulatory authorities and the regulatory
requirements relating to our business activities overseas.
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HISTORY AND DEVELOPMENT

The Company was established as a joint stock limited company under the PRC Company Law on
5 November 2007 following the restructuring of our controlling shareholder, CRCCG, in preparation for the
A Share Listing and the Global Offering. CRCCG is a State-owned enterprise and is wholly-owned by
SASAC.

Pursuant to the Decision on the Establishment of CRCCG issued by the MOR and the Political
Division of the MOR (Tie Lao [1989] No. 69} on 13 June 1989, CRCCG was established as a wholly State-
owned enterprise and was registered with SAIC on 28 August 1990, Pursuant to the approval of the SASAC
on 3 September 2003, CCECC, which was also a State-owned enterprise and was wholly-owned by SASAC,
was merged with CRCCG. Subsequently, CCECC was transferred to us as part of our Restructuring. CCECC
is principally engaged in overscas construction business.

Historically, minority equity interests in certain subsidiaries of CRCCG were held by the relevant
Employee Share Ownership Committees, which could have thousands of members who are employees of the
subsidiaries in which they are employed. Employee Share Ownership Committees held equity interests in the
subsidiaries of CRCCG by (1} capitalizing the unutilized staff remuneration in the respective subsidiaries as
capital contribution; and (2) cash contribution by the employees. Such Employee Share Ownership
Committees were set up in accordance with the then applicable PRC laws and regulations. During the Track
Record Period, CRCCG had a majority equity interest of 51% or more in all those subsidiaries with minority
equity interests held by Employee Share Ownership Committees. As a result of the change in government
policies and as part of our Restructuring for the preparation of the public listing of the Shares of the Company,
all equity interests held by such Employee Share Ownership Committees were transferred to CRCCG or its
subsidiaries. Equity interests held by capitalization of the unutilized staff remuneration were considered as
equity interests which had all along been owned by the State at the inception and were transferred to the
relevant subsidiaries of CRCCG without consideration. Equity interests held through capital contribution by
the employees were acquired by CRCCG for consideration which was determined with reference to
independent valuation and were accounted for by using the entity concept method, whereby the difference
between the constderation and the book value of the share of net assets acquired is recorded in the equity. The
transfer of all minerity equity interests held by the Employee Share Ownership Committees has all been
completed and registered with the local SAIC and there are not any trust arrangement between CRCCG and
the Employee Share Ownership Committees. We have been advised by Beijing Deheng Law Office, our PRC
legal adviser, that the transfer of the minority equity interests held by the Employee Share Ownership
Committees to CRCCG or its subsidiaries is in accordance with the applicable PRC laws and regulations,

Pursuant to the Restructuring Agreement entered into between CRCCG and the Company, CRCCG
transferred to our Company as capital injection substantially all of the assets, liabilities and interests of its
construction operations, survey, design and consultancy operations, manufacturing operations, real estate
dcvclop'mcnt, capital investment and logistics operations. CRCCG owned 100% of the share capital of the
Company prior to the A Share Listing. Immediately after the completion of the A Share Listing, CRCCG wilt
own approximately 76.6% of our issued share capital. Immediately after the completion of the H Share Listing
and the Global Offering, CRCCG will own approximately 64.4% of our issued share capital if the Over-
allotment Option is not exercised (or approximately 62.9% if the Over-allotment Option is exercised in full),
— Restructuring

11

and will be our controlling sharcholder. For further details of our Restructuring, see
Agreement” below.

103




RESTRUCTURING

Restructuring Agreement

We underwent our Restructuring in preparation for the A Share Listing and the Global Offering.
Pursuant to the Restructuring Agreement effective on 5 November 2007, CRCCG transferred to the
Company substantially all of its businesses (including the associated assets, liabilities and interests) in return
for the issuance of 8,000,000,000 Domestic Shares by the Company. The specific assets and businesses
CRCCG transferred to the Company include its entire interests in:

e all of the core assets and liabilities relating to its construction operations, including, among others,
CRCCG’s equity interests in 19 wholly-owned subsidiaries;

e all of the core assets and liabilities relating to its design, survey and consultancy operations,
including, among others, CRCCG’s equity interests in five wholly-owned subsidiaries;

®  all of the core assets and liabilities relating to the large track maintenance machinery and railway
track components manufacturing, including, among others, CRCCG’s equity interests in two
wholly-owned subsidiaries;

e  other businesses, including real estate development, capital investment and logistics operations;
e  contractual rights and obligations relating to the businesses, assets and liabilities;

e employees associated with the businesses transferred to the Company;

e  qualifications, licenses and approvals related to the businesses transferred to the Company; and

¢  business and financial records, books and data and technological data and know-how related to the
businesses transferred to the Company.

Pursuant to the Restructuring Agreement, in consideration of the assets and businesses transferred to
the Company, the Company issued 8,000,000,000 Domestic Shares to CRCCG. The number of shares issued
in connection with our Restructuring was determined by reference to the net assets valued at
RMB9,498.74 million as of 31 December 2006 by DeveChina International Appraisal Co., Ltd., an
independent appraiser registered in China.

CRCCG has provided certain representations and warranties in favor of the Company in respect of the
Restructuring, including:

e  fuil compliance with its articles of association, bylaws and other internal regulations;
e receipt of all the government approvals and third party consents;
® 1o breach of any laws, regulations, court judgments, arbitral awards and administrative rulings;

e all the information provided by CRCCG to the Company and the intermediaries hired for our
Restructuring being complete, true and accurate in all material aspects;

® no material and adverse change in the financial status of the businesses that CRCCG transferred
to us pursuant to the Restructuring Agreement during the period from 1 January 2007 to
5 November 2007, being the date of establishment of the Company; and

e except as disclosed in this Prospectus, no litigation, arbitration or other proceedings against
CRCCG that may have a material adverse effect on the operation, assets or equity interests
transferred by CRCCG to the Company pursuant to the Restructuring Agreement.
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Pursuant to the Restructuring Agreement, CRCCG has agreed to indemnify the Company against,
among other things:

* tax liabilities on the assets and equity interests transferred by CRCCG to the Company which
arose prior to the Company’s establishment except these assumed by us since 31 December 2006,

®  tax liabilities and related claims arising from CRCCG’s transferring assets and interests to the
Company;

® tax liabilities on all the assets and interests retained by CRCCG;

®  tax liabilities due to the increase in assct value arising from the asset valuation of the assets
transferred to the Company;

® claims incurred in connection with the assets transferred to the Company which arose before
31 December 2006 unless estimates of such expenditure have been disclosed and provision has
been made in the accountants’ report;

® 2l losses and damages suffered by the Company in relation to the title defects in the land use
rights and real estate properties transferred to the Company; and

® claims incurred by CRCCG for breach of any provisions of the Restructuring Agreement.

Following our Restructuring, CRCCG retained certain businesses and assets, its interests in certain
entities (referred as the “Retained Operations” in “Relationship with CRCCG”), the businesses of which are
not directly related to ours or are intended to be dealt with or disposed of over time, For details of such
businesses and assets retained by CRCCG, see “Relationship with CRCCG”. After the completion of our
Restructuring, CRCCG will no longer have independent capability to engage in business which is similar to
our core businesses.

In connection with our Restructuring, the Company entered into the Non-competition Agreement with
CRCCG on 5 November 2007. See “Relationship with CRCCG” for details. As part of our Restructuring, the
Company has also entered into certain connected transaction agreements with CRCCG. Pursuant to these
agreements, the Company and CRCCG and certain CRCCG subsidiaries will continue to provide relevant
products and support services to one another. See “Connected Transactions” for details.

In accordance with the Provisional Regulation on Corporate Restructuring in relation to State-owned
Capital Management and Financial Treatment, the Company is required to make a distribution to CRCCG in
the amount equal to the net profit attributable to the shareholders of the Company for the period from
1 January 2007 to 5 November 2007, the date on which the Company was incorporated.

Our Restructuring required approvals from relevant PRC government authorities, including, among
others, the State Council, the SASAC, the MOF and the MLR. The SASAC, with the approval from the
State Council, approved our Restructuring on 17 August 2007. Beijing Deheng Law Office, our PRC legal
adviser, confirmed that we have obtained the necessary approvals from the relevant PRC government
authorities in relation to our Restructuring,
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OUR CORPORATE STRUCTURE

The following chart sets out our ownership and corporate structure following the Restructuring and
immediately after completion of the A Share Offering and the Global Offering, assuming the Over-allotment
Option is not exercised:

CRCCG Public holders of A Shares Shareholders of H Shares
| 64.4% 20.2% 15.4%"
THE COMPANY
| 100%
[ | I | 1
China Civil Engineering China Railway First Kunming China Railway China Railway Real China Railway Goods
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Corporation™ Group Co., Ltd.2) Machinery Co., Lid. 2 Co., Lid.*®® Co., Ltd.®
China Railway China Railway Fourth China Railway Rail
11th Bureaun Group Survey and Design Institute System Group Co.,
Co., Lid Group Co., Lid, 2 Ld. "
China Railway China Railway Fifth
12th Bureav Group Survey and Design Institute
Co., L1d.* Group Co., Lid &%
China Railway China Railway Shanghai
13th Bureau Group Design Institute
Co., Ld.? Group Co., Led 29
China Railway Beijing Tiecheng
14th Bureau Group Coastruction Supervision
Co., Ltd.* Co., Lid.™
China Railway
15th Bureau Group
Co., Lid"
China Railway
16th Bureav Group
Co., Ltd."®
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17th Bureau Group
Co., Lid®
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Notes:

(1)

(2)

3

4

&)

(6)

7

{8)

(%)

(10)

(11)

()

Upon completion of the Global Offering and assuming the Over-allotment Option is not exercised, 170,600,000 H Shares
(converted from Domestic Shares) will be transferred by CRCCG 1o and held by the NSSF pursuant to relevant PRC regulations
regarding reductions of State-owned shares.

China Civil Engineering Construction Corporation, the successor of Overseas Aid Office of Ministry of Railway
(BUH AR SME 2 ), which was reorganized into China Civil Engineering Construction Company in 1979 and established as
China Civil Engineering Group Company in 1996. It was reformed into China Civil Engineering Construction Corporation in
2007. It was established in Beijing. As of 30 November 2007, it had a registered capital of RMB610 million. Its main business
include project contracting for domestic and overseas work, consultancy service on various industries outside China, and
construction work,

China Railway 11th Bureau Group Co., Ltd,, the successor of First Division of Railway Corp. of the PLA (#3555 —F), which
was reorganized into the 11th Engineering Bureau of the MOR in 1984 and was reformed into China Railway 11th Bureau Group
Co., Lid. in 2001. It was established in Wuhan, Hubei Province. As of 30 November 2007, it had a registered capital of
RMB300 millien. Its main businesses include providing project management comiracting services to construction projects in
various types of industries as well as areas such as energy, transportation, civil utilities as stipulated in the qualification certificate.

China Railway 12th Bureau Group Co., Ltd., the successor of Second Division of Railway Corp. of the PLA (S3H 58 A7),
which was reorganized into the 12th Engineering Bureau of the MOR in 1984 and was reformed into China Railway 12th Bureau
Group Co., Ltd. in 1998, It was established in Taiyuan, Shanxi Province. As of 30 November 2007, it had a registered capital of
RMB460.68 million. Its main businesses include providing project management contracting services to construction projects in
various types of industries as well as arcas such as energy, transportation, civil utilities as stipulated in the qualification centificate,

China Railway 13th Bureau Group Co., Ltd,, the successor of Third Division of Railway Corp. of the PLA (BERFBZ0M),
which was reorganized into the 13th Engincering Bureau of the MOR in 1984 and was reformed into China Railway 13th Bureau
Group Co., Ltd. in 2001. It was established in Changchun, Jilin Province. As of 30 November 2007, it had a registered capital of
RMB444.81 million. Its main businesses include providing project management contracting services to construction projects in
various types of industries as well as areas such as energy, transportation, civil utilities as stipulated in the qualification certificate.

China Railway 4th Bureau Group Co., Ltd., the successor of Fourth Division of Railway Corp. of the PLA (BUHSEH5IAT),
which was reorganized into the 14th Engineering Bureau of the MOR in 1984 and was reformed into China Railway 14th Bureau
Group Co., Ltd. in 2001. It was established in Jinan, Shandong Province. As of 30 November 2007, it had a registered capital of
RMB510 million. Its main businesses include providing project management contracting services to construction projects in
various types of industries as well as areas such as energy, transportation, civil utilities as stipulated in the qualification certificate,

China Railway 15th Bureau Group Co., Ltd., the successor of Fifth Division of Railway Corp. of the PLA (BUHES ), which
was reorganized into the 1 5th Engineering Bureau of the MOR in 1984 and was reformed into China Railway 15th Bureau Group
Co., Ltd. in 200]. It was established in Luoyang, Henan Province. As of 30 November 2007, it had a registered capital of
RMB517.21 million. Its main businesses include providing project management contracting services to construction projects in
various types of industries as well as areas such as energy, transportation, and civil utilities in the qualification certificate.

China Railway 16th-Bureau Group Co., Ltd., the successor of Eleventh Division of Railway Corp. of the PLA (SR +—HT),
which was reorganized into the 16th Engineering Bureau of the MOR in 1984 and was reformed into China Railway I6th Bureau
Group Co., Ltd. in 2001. It was established in Beijing. As of 30 November 2007, it had a registered capital of RM B468.30 mitlion.
[ts main businesses include providing project management contracting services to construction prajects in various types of
industries as well as areas such as energy, transportation, civil utilities as stipulated in the qualification certificate.

China Railway 17th Bureau Group Co., Lid., the successor of Seventh Division of Raitway Corp. of the PLA (BB RE-L ),
which was reorganized into the 17th Engineering Burcau of the MOR in 1984 and was reformed into China Railway 17th Bureau
Group Co., Ltd. in 2001, It was established in Taiyuan, Shanxi Province. As of 30 November 2007, it had a registered capital of
RMB444.21 million. Its main businesses include providing project management contracting services to construction projects in
various types of industries as well as areas such as energy, transportation, civil utilities as stipulated in the qualification certificate.

China Railway 18th Bureau Group Co., Lid., the successor of Eighth Division of Railway Corp. of the PLA (SR S35 /\ Ay,
which was reorganized into the 18th Engineering Bureau of the MOR in 1984 and was reformed into China Railway 18th Bureau
Group Co., Ltd. in 2001. It was established in Tianjin. As of 30 November 2007, it had a registered capital of RMB530 million.
Its main businesses include providing project management contracling services to construction projects in various types of
industries as well as areas such as energy, transportation, civil utilities as stipulated in the qualification certificate.

China Railway 19th Bureau Group Co., Ltd,, the successor of Ninth Division of Railway Corp. of the PLA (B3 558 JLEF),
which was reorganized into the 19th Engineering Bureau of the MOR in 1984 and was reformed into China Railway 19th Bureau
Group Co,, Ltd. in 2001. It was established in Liaoyang, Liaoning Province. As of 30 November 2007, it had a registered capital of
RMB495.46 million. Its main businesses include providing project management contracting services to construction projects in
various types of industries as well as areas such as energy, transportation, civil utilitics as stipulated in the qualification certificate.
China Railway 20th Bureau Group Co., Ltd., the successor of Tenth Division of Railway Corp. of the PLA (HUE =B FT),
which was reorganized into the 20th Engineering Bureau of the MOR in 1984 and was reformed into China Railway 20th Bureau
Group Co., Ltd. in 2002. It was established in Xi'an, Shaanxi Province. As of 30 November 2007, it had a registered capital of
RMB3510 million. Its main businesses include providing project management contracting services to comstruction projects in
various types of industries as well as areas such as energy, transpertation, civil utilities as stipulated in the qualification certificate.
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China Railway 21s1 Bureau Group Co., Ltd., reorganized from the former Lanzhou Railway Construction Group Co., Ltd,
Urumgi Railway Engincering (Group) Co., Ltd. and previous China Raitway 20th Bureau Group Co., Ltd. 3rd Enginzering
Company Limited, was established on 5 November 2001. As of 30 November 2007, it had a registered capital of RMB350 million.
It was established in Lanzhou, Gansu Province. Its main businesses include providing project management contracting services to
construction projects in various types of industries as well as areas such as energy, transportation, civil utilities as stipulated in the
qualification certificate.

China Railway 22nd Burean Group Co., Ltd. is the successor of previous China Railway Enginecring Group Co,
Lid (P L EEEH M2 7l) Harbin Railway Construction {Group) Co., Ltd. and previous China Railway 18th Bureau Group
4th Engineering Company Limited. On 3 March 2004, it was reorganized as China Railway 22nd Bureau Group Co., Ltd. As of
30 November 2007, it had a registered capital of RMB326 million. Tt was established in Beijing. Its main businesses include
providing project management contracting services to construction projects in various types of industries as well as areas such as
energy, transportation, civil utilities as stipulated in the qualification certificate.

China Railway 23rd Bureau Group Co., Ltd. is the successor of previous China Railway Road and Bridge Group Co., Ltd. Qigihar
Railway Construction (Group) Co., Ltd., previous China Railway 14th Bureau Group st Engineering Company Limited and
China Railway 15th Bureau Group 3rd Engineering Company Limited. In February 2004, it was reformed into China Railway
23rd Bureau Group Co., Ltd. As of 30 November 2007, it had a registered capital of RMB300 million. It was established in
Chengdu Sichuan Province. Its main businesses include providing project management contracting services to construction
projects in various types of industries and areas such as energy, and transportation, civil utilities as stipulated in the qualification
certificate.

China Railway 24th Bureau Group Co., Ltd. is the successor of Engineering Corporation of Shanghai Railway Administration
Fujian Railway Construction (Group) Co., Ltd. and Nanchang Railway Bureau Nanchang Railway Engineering (Group) Co,,
Ltd. In March 2004, it was reorganized as China Railway 24th Bureau Group Co., Lid. As of 30 November 2007, it had a
registered capital of RMB353.24 million. It was established in Shanghai. Its main businesses include providing project
management comtracting services to construction projects in various types of industries as well as areas such as energy,
transportation, civil utilities as stipulated in the qualification certificate.

China Railway 25th Bureau Group Co., Ltd. is the successor of the former Guangzhou Railway Engineering (Group) Co., Ltd.
Liuzhou Railway Engineering (Group) Co., Ltd. and previous China Railway 15th Bureau Group Ist Engineering Company
Limited. In March 2004, it was reformed into China Railway 25th Bureau Group Co., Ltd. As of 30 November 2007, it had a
registered capital of RMB310.72 million. It was established in Guangzhou Guangdong Province. Its main businesses include
providing preject management contracting services o construction projects in various types of industries, energy, transportation,
civil utilities as stipulated in the qualification certificate.

China Railway Construction Group Ltd., the successor of Independent Construction Regiment of Railway Corp. of the PLA
(BUBSE BT M), which was reorganized into the Construction Project Division of MOR Projects Headquarters in 1984,
Beijing China Railway Construction Ltd. in 2001 and was renamed as China Railway Construction Group Ltd. in 2003. It was
established in Beijing, As of 30 November 2007, it had a registered capital of RMB300 million. [ts main businesses include project
management contracting and specialized contracting; goods transportation, leasing of construction equipment and template
framework; manufacturing of wood products for preduction; contracting overseas industrial and civil construction projects and
domestic prejects with international tender invitation.

China Railway Electrification Bureau (Group) Co., Ltd., was reorganized and established by the previous China Railway 15th
Bureau Group Electric Engineering Co., Ltd., China Railway 17th Burcau Group Electric Engineering Co., Ltd., China Railway
18th Bureau Group Electric Engineering Co., Ltd., the Electrification Branch of China Railway 25th Bureau Group Electric
Engineering Co., L1d., and the Electrical Branch of Linzhon Railway Engineering Co., Ltd. It was established in Beijing in 2005.
As of 30 Novernber 2007, it had a registered capital of RMB110 million. Its main businesses include engineering, procurement and
construction management for various kinds of projects including communication, housing, electromechanical devices,
telecommunications, railway, etc. as stipulated in the qualification certificate.

China Railway Real Estate Group Co., Ltd. is held as to 40% by us and as to 20% by each of China Railway Construction Group
Co., Ltd., China Railway 4th Survey and Design Institute and China Railway 12th Bureau Group Co., Ltd. China Railway
Construction Group Ltd., China Railway 4th Survey and Design Institute and China Railway 12th Bureau Group Co., Ltd., which
are all our direct wholly owned subsidiaries. China Railway Real Estate Co., Ltd. was established on 20 April 2007, and changed
its name to China Railway Real Estate Group Co., Ltd. in November 2007. As of 30 November 2007, it had a registered capital of
RMB500 million, It was established in Beijing. Its main businesses include real estate development, sale of self-developed
properties, property management.

China Railway First Survey and Design Institute Group Co., Ltd., the successor of North-west Division of MOR Design Bureau
(EREELRTE R IL TS ) established in 1953, which was renamed as the MOR First Survey and Design Institute in 1978,
changed into Railway First Survey and Design Institute in 2001, and reorganized inte China Railway First Survey and Design
Institute Group Co., Ltd. in 2007, It was established in Xi’an, Shaanxi Province. As of 30 November 2007, it had a registered
capital of RMB150 million. Its main businesses include overseas and domestic projects survey, design, supervision and
consultancy; and, in respect of such projects, provision of export equipment, designation of labor, provision of engineering,
procurement and construction management, geological survey, environmental impact assessment, town planning and design,
technological development, information consultancy.
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China Railway Fourth Survey and Design Institute Group Co., Ltd., the successor of Mid-south Division of MOR Design Bureau
(U RRRET R R RLEESTR) established in 1953, which was reorganized into the MOR Forth Survey and Design Institute in
1978, changed into Railway Forth Survey and Design Institute in 2001, and reformed into China Railway Forth Survey and Design
Institute Group Co., Ltd. in 2007, It was established in Wuhan, Hubei Province. As of 30 November 2007, it had a registered
capital of RMB150 million. Its main businesses include contracting overseas railway projects and domestic projects with national
tender invitation; contracting the survey, consultancy, design and supervision work for the abovementioned overseas projects, and
export of equipment and materials which are required by the abovementioned overseas projects.

China Railway Fifth Survey and Design Institute Group Co., Ltd., the successor of Scientific Institute of Railway Corp. of
the PLA (BUERBEMTMN), which was reorganized into the Scientific and Technological Instinste of MOR Projects
Headquarters in 1984, was renamed as Railway Construction Study and Design Institute in 1990 and was renamed as Railway
Fifth Survey and Design Institute in 2005, and reorganized and renamed as China Railway Fifth Survey and Design Institute
Group Co., Ltd. in 2007. It was established in Beijing. As of 30 November 2007, it had a registered capital of RMB1035 million. Its
main businesses include engineering, procurement and construction management, technology research and application and
equipment and facility development relating to projects construction and transportation projects which require urgent repair;
survey, design, consultancy, projects survey, projects geological survey, geotechnical projects, hydro-geological survey and well
drilling which are related to railway, construction, road and bridge projects, project construction supervision and project
experimental testing,

China Railway Shanghai Design Institute Group Co., Ltd., the successor of Shanghai Railway Administration Bureau Design
Firm (LSRR IR Bt 5B M), was established in 1953, which was renamed as Shanghai Railway Municipal Track Traffic
Design Institute in 1998 and reorganized into China Railway Shanghai Design Institute Group Co., Ltd. in 2007. It was
established in Shanghai. As of 30 November 2007, it had a registered capital of RMBS0 million. Its main businesses include
projects survey and projects design; engineering, procurement and construction management, geotechnical projects, projects
supervision and projects technology consultancy and services.

China Railway Goods and Materials Co., Ltd., the successor of Goods and Materials Division of MOR Logistics Departiment
(R EEHYEE), which was reorganized into the Goods and Materials Division of MOR Projects Headguarters in 1984,
and was reerganized into China Railway Goods and Materials Co., Ltd. in 2003. It was established in Beijing. As of 30 November
2007, it had a registered capital of RMB81.30 million. Its main businesses include petrol, kerosene, diesel which are used in
railway construction system; biding and tender inviting agency; import and export of various kinds of commeoditics and techniques
for self-produced goods and goods preduced by others,

Kunming China Railway Large Road Maintenance Machinery Co., Lid,, the successor of Kunming Machinery Factory of the
Construction Headquarters of the Ministry of Railways, was initially established in 1954. In 2003, it was reformed into China
Railway Large Road Maintenance Machinery Group (Kunming) Co., Ltd. As of 30 November 2007, it had a registered capital of
approximately RMB187.98 million. It was established in Kunming, Yunnan Province. Its main businesses include manufacturing
special equipment and accessories for railway, metailic structures and components and railway transportation equipment etc.;
export of self-manufactured mechanical and electrical products, self-contained equipment and related techniques; import of raw
and ancillary materials, mechanical equipment, instruments and meters, parts and accessories and techniques which are neeessary
to its manufacturing and scientific research.

China Railway Rail System Group Co., Ltd., the successor of China Railway Rail System Co., Ltd,, was established on
23 November 2006, On 15 May 2007, it was refermed into China Railway Rail System Group Co., Lid. and is held as to 51% by us
and as to 49% by China Railway 11th Bureau Group Co., Ltd., which is our direct wholly-owned subsidiary, It was established in
Zhuzhou, Hunan Province. As of 30 November 2007, it had a registered capital of RMB300 million. Its main businesses include
research & development, design, production, sale, installation, execution of work, system integration as well as import and export of
the track system products and mechanical products.

Beijing Tiecheng Construction Supervision Co., Lid., the successor of Construction Supervision Branch Company of China
Railway Construction Corporation established in 1996, which was reformed as Beijing Tiecheng Construction Supervision Co.,
Ltd. in 1998. It is held as to 80.02% by us and 19.98% by China Railway Construction {Beijing) Commercial Management Co.,
Lid., a wholly-owned subsidiary of China Railway Goods and Materials Co., Ltd., which in tumn is our direct wholly-owned
subsidiary, As of 30 November 2007, it had a registered capital of RMBL.00 million. It was established in Beijing. lts main
business is construction supervision.

China Railway Construction (HK) Limited, formerly known as China Railway Construction Management (HK} Co., Ltd., was
established in 2005 and renamed as China Railway Construction (HK) Limited in 2007. As of 30 November 2007, it had a
registered capital of HK$6 million. It was established in Hong Kong. Its main business is engineering project managemen.
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The Corporate Placing

In late February 2008, as part of the International Offering, the Company has entered into corporate
investor agreements with nine corporate investors (the “Corporate Investors™) who in aggregate have agreed
to subscribe at the Offer Price for such number of Offer Shares that may be purchased with an aggregate
amount of U.8.$450 million. Assuming a mid-point Offer Price of HK$10.32, the total number of H Shares
subscribed by the Corporate Investors would be approximately 339,975,000 H Shares, which represents
approximately (i) 3.5% of the Shares issued and outstanding upon completion of the Global Offering without
taking into account the Shares to be issued pursuant to the A Share Offering; (ii) 2.8% of the Shares issued
and outstanding following the A Share Offering and the Global Offering; and (iii) 19.9% of the Offer Shares,
in each case assuming that the Over-allotment Option is not exercised. Each of the Corporate Investors is not
related to each other and is an independent third party. None of the Corporate Investors will subscribe for any
Offer Shares under the Global Offering other than pursuant to the respective corporate investor agreement.
Immediately following the completion of the Global Offering, no Corporate Investor will have any board
representation in the Company, nor will any Corporate Investor become a substantial shareholder of the
Company. The Offer Shares to be subscribed for by the Corporate Investors will not be affected by any
reallocation of the Offer Shares between the International Offering and the Hong Kong Public Offering in the
event of over-subscription under the Hong Kong Public Offering as described in the “Structure of the Global
Offering — The Hong Kong Public Offering”.

The Corporate Investors

A brief description of the Corporate Envestors is as follows:

e  Baytree Investments (Mauritius) Pte Ltd (““Baytree Investments”) has agreed to subscribe for
such number of Offer Shares (rounded down to the nearest board lot) as may be purchased with
1U.$.$50 million at the Offer Price. Assuming a mid-point Offer Price of HK$10.32, Baytree
Investments will purchase 37,775,000 H Shares, which represents approximately (i) 0.4% of the
Shares issued and outstanding upon completion of the Global Offering without taking into account
the Shares to be issued pursuant to the A Share Offering; (ii) 0.3% of the Shares issued and
outstanding following the A Share Offering and the Global Offering; (iii) 2.2% of the Offer
Shares, in each case assuming that the Over-alloiment Option is not exercised.

Baytree Investments is a limited liability company incorporated in Mauritius whose principal
business is investment holding. 1t is wholly-owned by Seletar Investments Ptd Ltd, which in turn
is wholly-owned by Temasek Holdings (Private) Limited, and ultimately wholly-owned by
Temasck Holdings Pte Ltd. Founded in 1974, Temasek Holdings Pte Ltd is an Asian investment
company headquartered in Singapore with a diversified global portfolio in a range of industries. It
is wholly-owned by the Singapore Ministry of Finance.

e Bokon Investment Limited (“Bokon Investment”) has agreed to subscribe for such number of
Offer Shares (rounded down to the nearest board lot) as may be purchased with U.S.$50 million
at the Offer Price. Assuming a mid-point Offer Price of HK$10.32, Bokon Investment will
purchase 37,775,000 H Shares, which represents approximately (i) 0.4% of the Shares issued and
outstanding upon completion of the Global Offering without taking into account the Shares to be
issued pursuant to the A Share Offering; (ii) 0.3% of the Shares issued and outstanding following
the A Share Offering and the Global Offering; (iii) 2.2% of the Offer Shares, in each case
assuming that the Over-allotment Option is not exercised.
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Bokon Investment is a private company incorporated in the British Virgin Islands and is
principally engaged in investment holding. It is an indirect wholly-owned subsidiary of Shau Kee
Financial Enterprises Limited which in turn is wholly-owned by Le¢ Financial (Cayman) Limited
of which Dr. the Hon. Lee Shau Kee is a substantial shareholder. Shau Kee Financial Enterprises
Limited has entered into the corporate investor agreement as the controlling shareholder of Bokon
Investment.

China Life Insurance Company Limited (“China Life Insurance”) has agreed to subscribe for
such number of Offer Shares (rounded down to the nearest board lot) as may be purchased with
U.8.$50 million at the Offer Price. Assuming a mid-point Offer Price of HK$10.32, China Life
Insurance will purchase 37,775,000 H Shares, which represents approximately (i) 0.4% of the
Shares issued and outstanding upon completion of the Global Offering without taking into account
the Shares to be issued pursuant to the A Share Offering; (ii} 0.3% of the Shares issued and
outstanding following the A Share Ofiering and the Global Offering; (iii) 2.2% of the Offer
Shares, in ecach case assuming that the Over-allotment Option is not exercised.

China Life Insurance is a company incorporated on 30 June 2003 in the PRC. China Life
Insurance was successfully listed on the New York Stock Exchange and the Hong Kong Stock
Exchange in December 2003, and successfully listed on the Shanghai Stock Exchange in January
2007. China Life Insurance is one of the largest life insurance companies in China. China Life
Insurance has an extensive distribution network in China, comprising exclusive agents, direct sales
representatives, and dedicated and non-dedicated agencies. China Life Insurance’s products and
services include individual life insurance, group life insurance, accident and health insurance.
China Life Insurance is a leading provider of annuity products and life insurance for both
individuals and groups, and a leading provider of accident and health insurance. China Life
Insurance also provides both individual and group accident and short-term health insurance
policies. As the holding company of China Life Tnsurance Assets Management Co., Ltd., China
Life Insurance is one of the largest insurance asset management companies in China and also one
of the largest institutional investors in China,

Chow Tai Fook Nominee Limited (“Chow Tai Fook™) has agreed to subscribe for such number
of Offer Shares (rounded down to the nearest board lot) as may be purchased with
U.S.350 million at the Offer Price. Assuming a mid-point Offer Price of HK$10.32, Chow Tai
Fook will purchase 37,775,000 H Shares, which represents approximately (i} 0.4% of the Shares
issued and outstanding upen completion of the Global Offering without taking into account the
Shares to be issued pursuant to the A Share Offering; (ii) 0.3% of the Shares issued and
outstanding following the A Share Offering and the Global Offering; (iii} 2.2% of the Offer
Shares, in each case assuming that the Over-allotment Option is not exercised.

Chow Tai Fook is a private company incorporated in Hong Kong and is principally engaged in
investment holding business. It is wholly and beneficially owned by Dato’ Dr, Cheng Yu-Tung.

Fulland Enterprises Corp (“Fulland Enterprises”) has agreed to subscribe for such number of
Offer Shares (rounded down to the nearest board lot) as may be purchased with U.S.$50 million
at the Offer Price. Assuming a mid-point Offer Price of HK$10.32, Fulland Enterprises will
purchase 37,775,000 H Shares, which represents approximately (i) 0.4% of the Shares issued and
outstanding upon completion of the Global Offering without taking into account the Shares to be
issued pursuant to the A Share Offering; (ii) 0.3% of the Shares issued and outstanding following
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the A Share Offering and the Global Offering; (iii) 2.2% of the Offer Shares, in each case
assuming that the Over-allotment Option is not exercised.

Fulland Enterprises is wholly-owned by Bank of China Group Investment Limited (*BOCGI”)
and is principally engaged in investment holding business. BOCGI is a wholly owned subsidiary of
Bank of China Limited, a company listed on the main board of the Hong Kong Stock Exchange.
BOCGI has invested in a large number of large infrastructures and other major projects in Hong
Kong and Macau areas, the PRC and overseas, covering such sectors as real estate, industry,
energy, transportation, media, hotel and finance. BOCGI has entered into the corporate investor
agreement as the controlling shareholder of Fulland Enterprises.

Gaoling Yali Feeder Ltd. (“Gaoling Yali”) has agreed to subscribe for such number of Offer
Shares (rounded down to the nearest board lot) as may be purchased with U.8.$50 million at the
Offer Price. Assuming a mid-point Offer Price of HK$10.32, Gaoling Yali will purchase
37,775,000 H Shares, which represents approximately (i) 0.4% of the Shares issued and
outstanding upon completion of the Global Offering without taking into account the Shares to be
issued pursuant to the A Share Offering; (ii) 0.3% of the Shares issued and outstanding following
the A Share Offering and the Global Offering; (iii} 2.2% of the Offer Shares, in cach case
assuming that the Over-allotment Option is not exercised.

Gaoling Yali is a limited liability company incorporated in the Cayman Islands indirectly wholly-
owned by Yale University and is principally engaged in investment holding business. Yale
University, through various funds, invests in absolute return projects, domestic equity, fixed
income, foreign equity, private equity, real assets and cash. As at 30 June 2007, the portfolio size
of investment of Yale University amounted to over U.S.$22.5 billion. Yale University has entered
into the corporate investor agreement as the controlling shareholder of Gaoling Yali.

Karasell International Limited (“Karasell International”) has agreed to subscribe for such
number of Offer Shares (rounded down to the nearest board lot) as may be purchased with
U.S.$50 million at the Offer Price. Assuming a mid-point Offer Price of HK$10.32, Karasell
International will purchase 37,775,000 H Shares, which represents approximately (i) 0.4% of the
Shares issued and outstanding upon completion of the Global Offering without taking into account
the Shares to be issued pursuant to the A Share Offering; (ii) 0.3% of the Shares issued and
outstanding following the A Share Offering and the Global Offering; (iii) 2.2% of the Offer
Shares, in each case assuming that the Over-allotment Option is not exercised.

Karasell International is an indirect wholly-owned subsidiary of Cheung Kong {Holdings)
Limited and is principally engaged in investment holding business. Cheung Kong (Holdings)
Limited is a company listed on the main board of the Hong Kong Stock Exchange, and its
principal activities are investment holding, property development and investment, hotel and
serviced suite operation, property and project management and investments in securities. Cheung
Kong (Holdings) Limited has entered into the corporate investor agreement as the controlling
shareholder of Karasell International.

Silver Crescent Investment Holdings Ltd (“Silver Crescent”) has agreed to subscribe for such
number of Offer Shares (rounded down to the nearest board lot) as may be purchased with
U.S.$50 miilion at the Offer Price. Assuming a mid-point Offer Price of HK$10.32, Silver
Crescent will purchase 37,775,000 H Shares, which represents approximately (i) 0.4% of the
Shares issued and outstanding upon completion of the Global Offering without taking into account
the Shares to be issued pursuant to the A Share Offering; (ii) 0.3% of the Shares issued and
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outstanding following the A Share Offering and the Global Offering; (iii) 2.2% of the Offer
Shares, in each case assuming that the Over-allotment Option is not exercised.

Silver Crescent is a company incorporated in the British Virgin Islands and is principally engaged
in investment holding business. It is a wholly-owned subsidiary of CITIC Pacific Limited, a
company listed on the main board of the Hong Kong Stock Exchange. CITIC Pacific Limited has
entered into the corporate investor agreement as the controlling shareholder of Silver Crescent.
Silver Crescent is independent of, and not connected with, CITIC Securities, one of the Joint
Sponsors and Joint Lead Managers, as CITIC Securities and CITIC Pacific Limited are not
agsociates since their common sharcholder holds less than 30% interest in each of them.

®  The Government of Singapore Investment Corporation Pte Ltd (“GIC") has agreed to subscribe
for such number of Offer Shares (rounded down to the nearest board lot) as may be purchased
with U.S.$50 million at the Offer Price. Assuming a mid-point Offer Price of HK$10.32, GIC will
purchase 37,775,000 H Shares, which represents approximately (i) 0.4% of the Shares issued and
outstanding upon completion of the Global Offering without taking into account the Shares to be
issued pursuant to the A Share Offering; (ii} 0.3% of the Shares issued and outstanding following
the A Share Offering and the Global Offering; (iii) 2.2% of the Offer Shares, in each case
assuming that the Over-allotment Cption is not exercised.

GIC is a global investment management company established in 1981 to manage Singapore’s
foreign reserves. GIC invests internationally in equities, fixed income, foreign exchange,
commodities, money markets, alternative investments, real estate and private equity. With its
current portfolio size of more than U.S.$100 billion, GIC is amongst the world's largest fund
management companies.

Conditions Precedent

The subscription obligation of each Corporate Investor is conditional upon the Underwriting
Agreements being entered into and having become effective and unconditional and not having been
terminated.

Restrictions on the Corporate Investors’ Investment

Each of the Corporate Investors has agreed that, without the prior written consent of the Company and
the Joint Global Coordinators, it will not, whether directly or indirectly, at any time during the period of
12 months following the Listing Date, dispose of any H Shares subscribed pursuant to the respective corporate
investor agreement (or any interest in any company or entity holding any of the H Shares), save that certain
Corporate Investors may transfer the H Shares to a wholly-owned subsidiary of such Corporate Investor or a
subsidiary of its controlling shareholder, and such transfer can only be made when the transferee agrees to be
subject to the restrictions on disposal imposed on such Corporate Investor.

Exchange Rate

Solely for your convenience, this section contains translations of certain Hong Kong dollars amounts
into U.S. dollars at specified rates. No representation is made that the Hong Kong dollar amounts could
actually be converted into any U.S. dollar amounts at the rates indicated or at all. Unless we indicate
otherwise, the translation of Hong Kong dollars into U.S. dollars was made at the rate of HK$7.7968 to
U.S.$1.00, the exchange rate prevailing on the Latest Practicable Date, set by Federal Reserve Bank of New
York for foreign exchange transactions. Any discrepancies in any table between totals and sums of amounts
listed therein are due to rounding.
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You should vead the whole docuiin.:t iefore you decide to invest in our H Shares, and you should
not rely solely on key or summarized iiformation. The financial information in this section has been
extracted without material adjustment froi “Appendix I — Accountants’ Report”.

OVERVIEW

We are one of the ultra-large integrated construction enterprises in the world. In 2007, we were listed
among the Fortune Global 500 companies, ranking 384th in terms of total revenue. In the same year, we were
also ranked sixth out of the Top 225 Global Contractors in terms of total revenue from 2006 construction
operations according to ENR magazine and 15th out of the Top 500 Chinese Enterprises elected by the
Chinese Enterprise Confederation and the China Enterprise Directors Association in terms of total revenue.

Our businesses are divided into four major segments, namely: (i) construction operations; (ii) survey,
design and consultancy operations; (iii) manufacturing operations; and (iv) other businesses, including real
estate development and the provision of logistics services that relate to our main businesses. In addition, we
generate revenue from our capital investment operations, which involve investments in certain BT, BOT and
BOO projects.

Construction Operations

Qur construction operations, primarily focusing on infrastructure construction, constitute our core
business and cover nearly all types of construction projects, including railway, highway, metropolitan railway,
water conservancy and hydropower facility, airport, port, industrial and civil construction and municipal
projects. We are one of the largest providers of railway construction services in China. We have participated in
the construction of almost all railway lines in China constructed after 1949 and have independently
constructed approximately 34,000 km of railways, which account for the majority of China’s railway lines
constructed since 1949. We are the largest provider of highway construction services in China, with a focus on
the construction of freeways as well as bridges and tunnels as part of our highway construction projects, and we
have constructed more than 100 freeways and highways with a total length of approximately 22,600 km.
Moreover, we are a leading provider of constyuction services in terms of revenue in the domestic market for
bridges and tunnels, and have completed various bridge, tunnel and underground construction projects that
meet international standards. We are also 2 leader in the construction of metropolitan railways, having
participated or are currently participating in the survey, design and construction of metropolitan railway
projects in all cities throughout China with such projects. As of 30 November 2007, we had provided
construction services in 31 provinces, autonomous regions and municipalities in China, Hong Kong, Macau
and more than 60 countries and territories around the world. The largest customers of our domestic
construction operations are primarily business entities, such as project companies, set up and managed by
central and local governments. The largest customers of our overseas construction operations are primarily
governmental and semi-official entities. We have completed 287 overseas projects and are currently engaged
to provide construction services for 137 overseas projects located in 27 different countries and territories.
Major overseas projects completed by us include the Hong Kong West Rail, the rehabilitation of the Nigeria
Railway Systems, the Macau Parliament Building, the East Wing of the Venetian Casino in Macau and the
Tanzania-Zambia Railway Project. Significant overseas projects in which we were engaged as of the Latest
Practicable Date include the Algerian East-west Expressway Project, Nigeria’s Lagos-Kano Railway
Modernization Project, the Saudi Arabia North-South Railway Line CTW200 Section, the Isracl Camel
Tunnel and the Turkey Ankara-Istanbul Railway Reconstruction Project. Although we generated insignificant
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revenue from overseas projects during the Track Record Period, which represented only 1.6%, 2.0%, 2.3% and
3.4% of our total revenue for the years ended 31 December 2004, 2005, 2006 and the eleven months ended
30 November 2007, respectively, based on the substantial amount of the new contract value and backlog for
the eleven months ended 30 November 2007, which represented 39.8% and 40.0% of our total new contract
value and backlog of the construction operations for the same period, respectively, we expect that the revenue
from our overseas construction projects will increase in coming years and constitute a larger part of our total
revenue from construction operations.

Survey, Design and Consultancy Operations

We are a leading provider of survey, design and consultancy services in terms of revenue to the
domestic infrastructure construction industry. We focus our survey, design and consultancy business mainly on
the infrastructure construction of railways, bridges, tunnels, metropolitan railways, freeways, municipal
projects, industrial and civil buildings, airports and ports. As of 30 November 2007, we had provided survey,
design and consultancy services for 117 major construction projects at the national or provincial level as well as
survey and design services for 12 of the 17 passenger railways currently under construction in China. We are
highly competitive in the survey, design and consultancy industry in China, and two of the only four large-
scale railway survey and design institutes servicing China’s railway systems are our subsidiaries, while the
other two are owned by the MOR and another domestic company, respectively. We held 61 government-
issued certificates relating to our survey, design and consultancy operations as of 30 November 2007, and have
assisted the MOR in setting over 40 industry standards currently in effect in China through our survey and
design institutes. We possess comprehensive technologies for the survey and design of railways, including
those situated on high plateaus and in mountainous regions, permafrost zones and deserts, as well as
sophisticated technologies for electrified railway lines, passenger railway lines, underwater construction, long
tunnels, wireless train dispatching and scheduling systems and large interchange traffic construction. Our
survey and design technologies are among the most advanced in China and are considered advanced by
international standards, and we have received over 430 awards for our survey, design and consultancy work
since 1982. Our survey, design and consultancy operations extend throughout China and a number of overseas
countries and territories. Major customers of our survey, design and consultancy operations include
government agencies and business entities set up and managed by central and local governments, such as
construction project companies. In 2007, we were ranked 69th out of the Top 150 Global Design Firms in
terms of revenue for design services performed during 2006 according to ENR magazine.

Manufacturing Operations

We are the second largest manufacturer of large track maintenance machinery in the world in terms of
annual production volume. As of the Latest Practicable Date, we were the largest company in both China and
Asia engaging in the research and development, manufacturing, sales, maintenance and repair of large track
maintenance machinery, occupying more than 80% of the domestic market share for large track maintenance
machinery.

We participated in the recent development of the large track maintenance machinery industry in
China, having imported leading technologies for the manufacturing of large track maintenance machinery and,
within two years, successfully manufactured our proprietary machinery domestically by utilizing our strong
research and development capabilities. Qur state-of-the-art track maintenance machinery products promoted
the significant upgrades from manual to automatic railway maintenance practices in China, as well as the
successful increases in maximum train speeds on China’s railway networks on numerous occasions. In
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addition, we recently entered the high-speed railway track compenents market, an emerging market in China,
and have been appointed by the MOR as one of only two designated manufacturers of high-speed railway
switches in China. We successfully developed and produced a line of components manufactured specifically
for China’s high-speed railways, such as high-speed railway switches and raii fasteners. Major customers of
our manufacturing operations include large enterprises, such as state-owned railway operators, construction
companies, local railway companies, subway companies and mining companies with railway facilities.

Other Businesses

In addition to the foregoing operations, we have developed various businesses that relate to our
construction and design operations and demonstrate potential for growth, such as businesses involving real
estate development and logistics. We are also engaged in capital investment operations. Although contribution
from our real estate development, logistics and capital investment operations was insignificant to our overall
operations in terms of revenue and profit during the Track Record Period, we believe that these new businesses
will not only promote our main operations because of their synergies with and utilization of our well-
established expertise, but may also become our significant businesses in the future because of their tendency to
have higher profit margins compared to our other operations.

As an important and profitable growth area, our real estate development business is a major focus of
our business growth strategy. We plan to consolidate our resources and increase our capital and land reserves
through various means to promote our real estate development business. We focus on the development of
residential buildings as our main business, and the development of commercial properties, such as shopping
malls and office buildings, as ancillary businesses primarily intended for sale to the public. We principally
carry out real estate development in economically developed cities with a focus on municipalities, such as
Beijing, and provincial capitals. As of 31 December 2007, we had 21 on-going real estate development projects
which occupy an aggregate site area of approximately 2.3 million m* an expected GFA of approximately
5.4 million m? and an unsold GFA of approximately 4.9 million m®. As of 31 December 2007, our major real
estate development projects were expected to be completed within the next three to four years. Our subsidiary,
China Railway Real Estate Group Co., Ltd., has also successfully established the brand “Zhong Tie Di Chan”
(“PEHLFE "), which was ranked one of the Top 10 real estate brands in Beijing in 2007. Our logistics
operations include the transportation of railway materials, storage of construction equipment and materials
and trading of construction materials. We have enhanced the competitiveness of our modern logistics
operations and trading operations through the expansion of our business scale and development of our business
strategic partnerships. China Railway Goods and Materials Co., Ltd., our subsidiary specializing in logistic
operations, was ranked the largest railway construction logistics services provider in China and the second
largest railway materials logistic enterprise in the world. It has also been ranked 20th among the 50 most
competitive supplier in China in 2006. Qur capital investment operations involve investments in certain BT,
BOT and BOO projects, which are usually implemented according to customers’ requests and are fully or
partially financed by contractors. We believe that infrastructure construction projects completed on a BT,
BOT, BOO and PPP basis will be increasingly common in China, and therefore intend to expand our capital
investment operations by increasing our involvement in BT, BOT, BOO or PPP projects in relation to our
construction operations and increasing our relevant operating capacities.

116




BUSINESS

Notable Achievements

We possess leading technologies relating to infrastructure construction and design and have made

notable achievements in recent years, For example:

We undertook all the survey and design work for Phase I and Phase II of the Qinghai-Tibet
Railway Line, and were solely responsible for the construction of 71.1%, or approximately
1,406 km of both phases of the Qinghai-Tibet Railway Line, including all construction beyond
4,900 m above sea level and the majority of the difficult railway lines beyond 4,600 m above sea
level of Phase II of the railway, as well as the sections of the railway crossing the Tanggula and
Kunlun mountains. We overcame three significant challenges presented by permafrost, low
oxygen levels due to high altitudes and the fragile ecology of the Qinghai-Tibet Plateau. The
Qinghai-Tibet Railway Line was completed in 2006.

We are currently the only company in China possessing proprietary knowledge of high-precision
maglev track beam manufacturing technology, and we participated in the construction of the
world’s first commercially operated high-speed maglev line, the Shanghai Maglev Demonstration
Line, which recorded maglev train speeds of up to 432 km/h.

We participated in the construction of the Qinhuangdac-Shenyang Passenger Railway Line,
including the testing section, which recorded train speeds of up to 321 km/h during trial
operations. The project was completed in 2002,

We designed and constructed the Wushaoling Tunnel, which was the longest tunnel in Asia at the
time of its completion in 2006.

We participated in the construction of Asia’s longest pipeline, the East-West Gas Pipeline, and
completed construction of the section of the pipeline that crosses over the Yellow River at
Zhengzhou at the end of 2004,

We are currently constructing the Nanjing Yangtze River Tunnel utilizing shield tunneling
machines, This is the longest tunnel with the widest shield diameter crossing the Yangtze River.

We are also undertaking the majority of the survey and design work for the Beijing-Shanghai
High-Speed Railway Project, which is expected to commence construction soon. As of the Latest
Practicable Date, we were independently awarded two sections of the Beijing-Shanghai High-
Speed Railway Project with a construction contract value of RMB33.7 billion. In addition, we
were awarded another section of this project with a construction contract value of
RMB14.3 billion through a consertium entered into with China Hydraulic and Hydroclectric
Construction Group Corporation, and our share in the total construction contract value is
expected to be over RMBS5.2 billion. As a result, we expect to be awarded over RMB38.9 billion,
or over 46.5%, of the total contract value for Beijing-Shanghai High-Speed Railway Project. Of
the four companies awarded the contract for this project, we were awarded the highest proportion
of the project in terms of contract value,

In 2006, we completed the construction of over 1,038.5 km and 1,076.0 km of bridges and tunnels,
respectively.

For the years ended 31 December 2004, 2005 and 2006 and the eleven months ended 30 November
2007, our new contract value amounted to approximatcly RMB144,539.8 million, RMB193,044.2 million,
RMB202,341.4 million and RMB232,928.7 million, respectively. For the years ended 31 December 2004,

117




BUSINESS

2005 and 2006 and the eleven months ended 30 November 2006 and 2007, our teotal revenue was
RMB86,187.5 million, RMB110,794.7 million, RMB153,609.0 million, RMBI138,283.7 million and
RMBI146,667.0 million, respectively, while our net profit was RMBI192.6 million, RMB525.9 million,
RMBI1,502.0 million, RMB1,233.4 million and RMB2,005.5 million, respectively.

OUR COMPETITIVE STRENGTHS

As one of China’s largest integrated construction companies primarily focusing on infrastructure
construction, and with our long operating history, comprehensive range of qualifications, extensive
experience and strong capabilities, we have the petential for continued growth and are well-positioned
to take advantage of business opportunities in both domestic and international markets.

We are a leader in the domestic construction market. Qur extensive business scope, which includes
infrastructure construction, survey, design, consultancy, as well as the manufacture of large track maintenance
machinery and logistics operations, enables us to provide comprehensive construction services. We have made
a number of notable achievements through our ability to offer integrated, multifaceted services to our
customers by effectively utilizing the facilities and resources from our various business segments, which has
given us significant advantages in the undertaking of large-scale and complicated projects.

As of 30 November 2007, we held through our subsidiaries hundreds of qualifications which enable us
to undertake 44 different types of construction projects in China. These include a large number of special
qualifications which cover a broad range of construction projects including railway, highway, bridge, tunnel,
metropolitan railway, water conservancy and hydropower facility, airport, port, real estate, municipal projects,
as well as geological hazards prevention projects and which are obtainable only by large-scale construction
companies with reputable track records and operational assets. We are ranked among the top companies in
terms of both the number of qualifications we held and the broad coverage of our qualifications. As of
30 November 2007, we had 19 special qualifications and 251 Grade A qualifications to conduct general
construction contracting services, 324 Grade A qualifications to conduct specialized construction contracting
services, and 17 qualifications to conduct specialized construction services for metropolitan railway lines. We
have the most special qualifications to conduct construction services for railway projects among all domestic
construction companies and are one of the few integrated construction contractors in China that have
20 Grade A qualifications to provide general construction contracting services for water conservancy and
hydropower facility projects. With our broad range of qualifications, we are able to bid for and to undertake an
expansive portfolio of projects and (o focus on emerging market opportunities created by the continued
development of the infrastructure construction industry, allowing us to effectively diversify our operational
risks and ensuring the sustainable development of our Company.

We inherited a prominent histery and extensive expertise from our predecessor, the Railway
Engincering Corps which was established in July 1948. As of 30 November 2007, we had constructed more
than 100 new and existing multi-track and main railway lines, with a total length of approximately 34,000 km,
which account for the majority of China’s railway lines constructed since 1949. Landmark railway lines
include the Qinghai-Tibet (Phases I and IT), Beijing-Kowloon, Datong-Qinhuangdao, Southern Xinjiang,
Nanning-Kunming, Neijiang-Kunming, Guangzhou-Shenzhen, Qinhuangdao-Shenyang, Chongqing-
Huaihua, Xi'an-Hefei, Yangshou-Huanghe, Xiangfan-Chongging, Chengdu-Kunming, Yingtan-Xiamen,
Baoji-Lanzhou railway lines and the Guangdong Sea Passageway. Our participation in the four-electrification
projects increases with our ability to construct electrified railway lines. We won approximately 42% of all the
four-electrification projects in the bidding program of the MOR between 30 November 2006 and
30 November 2007. We have alse constructed more than 100 freeways and highways, with a total length of
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approximately 22,600 km. Landmark freeways and highways we have constructed include the Shenyang-
Dalian, Jinan-Qinghai, Taiyuan-Yangquan, Xuanwu-Dalian, Tongjiang-Sanya, Chengdu-Chongging, Beijing-
Zhuhai, Betjing-Shanghai, Beijing-Fujian, Beijing-Shenzhen, Beijing-Chengde and Jiangxi-Guangdong
freeways. We have participated in the construction of 30 airperts, 130 large-scale water conservancy and
hydropower facilities, 148 subways and metropolitan railways, and 41.14 million m® of buildings. Our
accumulated experience in construction and technological know-how over the years have become a highly
valued asset and are instrumental to our continued growth.

Our comprehensive abilities and expertise, the growth of the domestic and international construction
markets and our solid customer relationships have provided us with opportunities for business development.
The PRC Government plans to develop China’s transportation network in the next five years through
increased investment in China’s railway network, particularly in passenger railway lines, highway networks and
metropolitan railway lines, as well as investment in port construction, river treatment, the development and
usage of water resources, alternative energy resources, real estate development, environmental protection and
ecological engineering. In addition, the outlook for the global construction market continues to be positive due
to increasing globalization of the world economy, a growing investment in Asia’s construction industry,
continued investment in infrastructure construction in African countries, and the substantial increase in
infrastructure construction in developing countries and regions.

We believe that, with our comprehensive strengths and extensive experience, the opporiunitics created
by the growth of the global construction industry and the “going oul” sirategy encouraged by the
PRC Government, we will be able to strengthen our core operations and develop our businesses both
domestically and in aoverseas markets, ensuring the continued growth of our Company.

We possess a solid foundation for continued growth of our core operations as a result of our numerons
core technologies in each of our business operations, ability to develop proprietary technologies and use
of sophisticated equipment.

We continually import sophisticated technologies and develop innovative, propriclary technologies,
ensuring that we possess the core technologies needed to develop our businesses in various markets. During
the Track Record Period, we participated in complex and challenging projects and, in doing so, accomplished
the following:

¢  Undertook all survey and design work for Phase 1 and Phase 11 of the Qinghai-Tibet Railway
Line, and overcame three significant challenges presented by permafrost, low oxygen levels due to
high altitudes and the fragile ecology of the Qinghai-Tibet Plateau. We were solely responsible for
the construction of 71.1%, or approximately 1,406 km of both phases of the Qinghai-Tibet
Railway Line, including all construction beyond 4,900 m above sea level and the majority of the
difficult railway lines beyond 4,600 m above sea level of Phase 11 of the railway, as well as the
sections of the railway crossing the Tanggula and Kunlun mountains. The project was completed
in 2006.

¢ Mastered advanced technologies used in constructing foundations and surfaces of freeways and
airport runways.

*  Achieved a leading position internationally in bridge construction technologies, such as those for the
construction of cable-stayed bridges, cable supported bridges, light rail PC beams and high-precision
maglev track beams. We are currently the only company in China possessing proprietary knowledge
of high-precision maglev track beam manufacturing technology. We also mastered the advanced
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box-beam and mobile frame construction and assembly technologies. We successfully increased the
maximum weight of our bridge beam construction technology to 900 tonnes and extended bridge
spans from less than 200 m to operating spans of 430 m and design spans of 580 m.

Acquired sophisticated design and construction techniques for passenger railways and participated
in the construction of the Qinhuangdao-Shenyang Passenger Railway Line, which was completed
in 2002 including the testing section, which recorded train speeds of up to 321 km/h during trial
operations; participated in the construction of the world’s first commercially operated high-speed
maglev line, the Shanghai Maglev Demonstration Line, which was completed in 2002 and
recorded maximum train speeds of up to 432 km/h; and successfully utilized breakthrough
technology for long rail track-laying; mastered design and coenstruction technologies for the
foundation of passenger railways and contributed to the subsiantial improvement in railway
construction technology in China. As of the Latest Practicable Date, we were independently
awarded two sections of the Beijing-Shanghai High-Speed Railway Project with a construction
contract value of RMB33.7 billion. In addition, we were awarded another section of this project
with a construction contract value of RMBI14.3 billion through a consortium entered into with
China Hydraulic and Hydroelectric Construction Group Corporation, and our share in the total
construction contract value is expected to be over RMBS.2 billion. As a result, we expect to be
awarded over RMB38.9 billion, or over 46.5%, of the total contract value for Beijing-Shanghai
High-Speed Railway Project. Of the four companies awarded the contract for this project, we
were awarded the highest proportion of this project in terms of contract value.

Undertook and participated in almost all of China’s major landmark underground construction
projects by leveraging our globally leading expertise for tunnel and underground construction. The
projects that we have worked on include the longest tunnel in Asia at the time of its completion in
2006 — the Wushaoling Tunnel; the longest railway tunnel built using the TBM construction
method in China at the time of its completion — the Qinling Tunnel of the Xi’an-Ankang
Railway Line, which was completed in 2000; the longest highway tunnel in China at the time of its
completion — the Qinling Zhongnanshan Tunnel which was completed in 2007; and the world’s
highest rail tunnel — the Fenghuoshan Tunnel, which was completed in 2007. Utilizing the shield
tunneling method, we also designed the longest tunnel with the widest shield diameter crossing the
Yangtze River in Nanjing and completed the section of Asia’s longest pipe jacking project that
crosses the Yellow River. We are currently participating in the construction of mainland China’s
first undersea tunnel in Xiamen.

Achieved a leading position in China for our line of high-precision automated maintenance
machinery, thereby changing the traditional manual track maintlenance practice in China.

Applied sophisticated technologies of shield tunneling, permafrost excavation, pile foundation
underpinning and excavation in complex geographical conditions, and participated in the
construction of metropolitan railway lines in various cities in China.

As of the Latest Practicable Date, we owned 87 patents and 67 National Construction Metheds in

China. We also have four design institutes and a team of experts consisting of one academic from the Chinese

Academy of Engineering, five national design master expert, 6,375 senior engineers and 16,207 engineers. Qur

subsidiary, Kunming Zhong-Tie, also possesses rescarch and development capabilities for large track

maintenance machinery and equipment. We believe the core technologies we possess in our business
operations and our capacity in research and development enable us to continue growing our operations.
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With gur extensive experience in the overseas construction business and notable accomplishments in the
industry, we are currently the largest, fastest-growing Chinese construction contractor in the overseas
infrastructure construction market.

Our overseas operations are conducted mainly through our major subsidiary CCECC, which was
established in 1979 and is one of the first Chinese companies to enter the international market. CCECC’s
predecessor, the Foreign Aid Office of the MOR, had organized, designed and constructed China’s largest
forcign aid project at the time — the Tanzania-Zambia Railway Project. The successful compietion of this
significant international, cross-border project was of significant importance to the development of China’s
overseas market. CCECC specializes in railway construction, including construction, design and consultancy,
and cooperative labor arrangements in overseas countries and regions. In 2007, 49 Chinese construction
companies were elected among the Top 225 International Contractors, with CCECC alone ranking 82nd in
terms of construction revenue generated outside of the home country (ithe PRC) in 2006. We have established
31 representative offices, project engineering departments and branch offices in over 20 countries and regions
around the world, and our operations extend across more than 60 countries and regions. We have a team of
experts who are familiar with international commerce, tendering and construction management. We have
developed our operations in overseas markets by leveraging CCECC’s strength and presence in such markets
since it joined our Company in February 2004, and by building upon our own design and construction expertise
and the expertise of our other subsidiaries. Over the years, we have gradually established “CRCC” and
“CCECC”, the two brand names we own, and our reputation in the international construction industry. We
have achieved preeminent status in countries and regions such as Hong Kong, Nigeria, the United Arab
Emirates, Tanzania, Algena, Turkey, Saudi Arabia, Isracl and Botswana.

As a result of the efforts and resources we have expended in overseas markets, the contracts we have
won since 2005 include: {i) construction of a high-speed railway in Turkey, a joint construction project led by
our Company, valued at U.S.$1.27 billion; (ii) construction of the central and western sections of the Algenan
East-West Expressway Project, a joint project with the CITIC Group pursuant to a standard contract valued
at U.S.$6.25 billion; and (iii) Nigeria's Lagos-Kano Railway Modemization Project with a total investment of
U.5.$8.3 billion, the largest project ever tendered by a Chinese construction company in the international
market. In recent years, we have been the fastest-growing Chinese construction contractor in the overseas
infrastructure construction market in terms of the growth of new contract value. For the year ended
31 December 2006 and the eleven months ended 30 November 2007, our new overseas contract value was
approximately RMB43.6 billion and RMBR9.1 billien, respectively, which was the highest among all Chinese
construction companies with overseas operations.

We believe that, with the experience we continue to acquire through our overseas design and
construction projects, our well-established brand name and the encouragement of the PRC Government’s
“going out” strategy, we will be able 1o continue with our fast-paced growth in the overseas infrastructure
construction market and increase our market share in overseas markets.

We are a leading and highly proficient provider of survey, design and consultancy services for major
infrastructure construction projects, and have made notable achievements in the domestic industry.

As of 30 November 2007, we owned five Grade A construction design and research institutes in China,
namely, the China Railway First Survey and Design Institute, China Railway Fourth Survey and Design
Institute, China Railway Fifth Survey and Design Institute, China Railway Shanghai Design Institute Group
Co., Ltd. and Beijing China Railway Construction Electrification Design and Research Institute. China
Railway First Survey and Design Institute and China Railway Fourth Survey and Design Institute are two of
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the four large-scale survey and design institutes servicing China’s railway systems, while the other two large-
scale survey and design institutes are owned by the MOR and another large domestic construction company,
respectively. In 2007, China Railway First Survey and Design Institute was ranked the first among Chinese
construction survey, design and consultancy enterprises in terms of project management and operation revenue
in an evaluation jointly organized by China Exploration and Design Association and China National
Consulting Association. In addition, China Railway First Survey and Design Institute and the China Railway
Fourth Survey and Design Institute are fellow members of the International Federation of Consulting
Engineers, or FIDIC, and were listed among the Top One Hundred Chinese Survey and Design Enterprises for
eight consecutive years.

As of 30 November 2007, we employed 2,116 senior survey and design engineers for large-scale
infrastructure projects in China, including designs for railway, highway, bridge, tunnel, metropolitan railway,
water conservancy and hydropower facility, airport, port, industrial and civil construction and municipal
projects. Through our research institutes, we assisted the MOR in setting over 40 industry standards relating to
railway construction design, quality inspection and other project-specific standards currently in effect in China.
During the Track Recerd Period, our institutes provided survey and design services to 117 key projects at the
national or provincial levels, including:

e 4]l of Phase I and Phase 11 of the Qinghai-Tibet Railway Line, the highest plateau railway in the
world;

® the Beijing-Kowloon Railway Line, which has received the largest amount of investment at the
time for any railway project in China and is China’s largest and longest railway line constructed in
a single phase;

¢ the Zhengzhou Hub, the largest railway hub in Asia;
e  the Dayaoshan Railway Tunnel, the longest electrified twin-track railway tunnel in China; and

e the Guangzhou-Shenzhen Quasi High-Speed Railway Line, the first quasi high-speed railway in
China.

As of the Latest Practicable Date, we had provided survey and design services for approximately 70%
of the existing passenger railways in China with speeds of over 300 km/h, including the Wuhan-Guangzhou
Passenger Railway Line, currently the longest passenger railway line in China. We provide survey and design
services for 12 of the 17 passenger railways currently under construction in China, which have an aggregate
length of 3,448.1 km and comprise 63.3% of the total length of the 17 railway lines. Of these 17 passenger
railways, we were given sole responsibility for the design of seven. As of the 30 November 2007, we held 61
government-issued certificates which is evidence of our qualifications for construction surveying, design and
consultancy, engineering surveying, geological hazards prevention evaluation, designing supported by
intelligent design software, and environmental impact assessment and surveying.

We possess comprehensive technologies for the survey and design of railways, including those situated
on high plateaus and in mountainous regions, permafrost zones and deserts, as well as sophisticated
technologies for clectrified railway lines, passenger railway lines, underwater construction, long tunnels,
wireless train dispatching and scheduling systems and large interchange traffic construction. Our survey and
design technologies are among the most advanced in China and are considered advanced by international
standards. Since 1982, we have received 60 national “Four Excellence” Design Awards and 373 provincial
“Four Excellence’ Design Awards, as well as multiple national awards for our survey, design and consultancy
work for various other projects. We believe that the awards granted to us support our well-established brand
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name. Our survey, design and consultancy operations extend throughout China and a number of overseas
countries and territories. In 2007, we were ranked 69th out of the Top 150 Global Design Firms in terms of
revenue for design services performed during 2006 according to ENR magazine.

We benefit from overall cost advantages resulting from our strong competitiveness in providing survey,
design and consultancy services to large construction projects, which also ensures our ability to cxpand our
market shares and achieve a sustainable development in both domestic and international survey, design and
consultancy markets, which have a promising outlook due to the PRC Government’s large investment in the
development of China’s transportation system and key infrastructure construction projects, and the overall
growth of the global construction market.

Leveraging our strong financing, survey, design and technological capabilities, we have developed our
real estate development business in major cities across China and have established our well-recognized brand
name, “Zhong Tie Di Chan”, in the market.

China’s real estate industry has continued its rapid growth in recent years, with average real estate
prices in China’s largest 70 cities on the rise in 2006. This promising industry outlook has created new
opportunities for companies such as ours. We obtained the approval of the SASAC to engage in real estate
development as a significant business and, on 20 April 2007, we established China Railway Real Estate Group
Co., Ltd,, our subsidiary, to focus on the development of residential buildings as a main business as well as the
development of commercial properties as ancillary businesses. Through China Railway Real Estate Group Co.
Ltd., we successfully established the brand “Zhong Tie Di Chan” (g2 ), which was ranked one of the
Top 10 real estate brands in Beijing in terms of influence.

We principally carry out real estate development in economically developed cities with a focus on
provincial capitals and other large cities. Leveraging our construction, survey, design and consuitancy
operations as well as our sophisticated technologies and strong financing capabilities, we have been able to
rapidly expand our real estate development business in recent years. As of 31 December 2007, we had 21 on-
going real estate development projects. These projects occupy an aggregate site area of approximately
2.3 million m* and have an expected GFA of approximately 5.4 million m” These projects have an unsold
GFA of approximately 4.9 million m*. We believe that the real estate development business will grow rapidly
and become one of our significant profit drivers in the foreseeable future.

We are the largest large track maintenance machinery manufacturer in Asia and the second largest in
the world. Moreover, the strategic location of our manufacturing facilities and uatilization of advanced
technologies have enhanced our competitiveness in the high-speed railway track components market.

As of 30 November 2007, we were the largest company in both China and Asia engaging in the
research and development, manufacturing, sales, maintenance and repair of large track maintenance
machinery, occupying more than 80% of the domestic market share for large track maintenance machinery.
We are the second largest manufacturer of large track maintenance machinery in the world in terms of annual
production volume.

We participated in the recent development of the large track maintenance machinery industry in
China, having imported leading technologies for the manufacturing of large track maintenance machinery and,
within two vears, successfully manufactured our proprietary machinery domestically using our strong research
and development capabilities. Our state-of-the-art track maintenance machinery products promoted the
significant upgrades from manual 10 automatic railway maintenance practices in China, as well as the
successful increases in maximum train speeds on China’s railway networks on numerous occasions. We will
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continue to participate in the development of China’s railway network by manufacturing and supplying
important technology and equipment.

Kunming Zhong-Tie, our subsidiary, enjoys a long history and has extensive experience and advanced
technologies in the large track maintenance machinery manufacturing industry. Kunming Zhong-Tie
manufactures machinery for a number of railway operators in China and, in recent years, began to explore
overseas markets.

As part of our strategic entrance into the high-speed railway track components market, we established
CRRS, a technology-intensive company that has been appointed by the MOR as one of only two designated
manufacturers of high-speed railway switches in China. We successfully developed and produced a line of
components manufactured specifically for China’s high-speed railways, such as high-speed railway switches
and rail fasteners. The strategic location of our manufacturing facilities in southern China has enabled us to
capture increasing opportunities to supply our products to economically developed areas where major high-
speed railways are located. We believe that the addition of these new products and facilities has broadened the
scope of our manufacturing operations.

Given that the PRC Government encourages the bulk purchase and utilization of large track
maintenance machinery manufactured in China, we believe that we benefit from overall cost advantages
resulting from our large track maintenance machinery and railway track components manufacturing
operations.

We are the largest railway construction logistics services provider in China and the second largest
railway materials supplier in the world, possessing an expansive logistics network and a high potential
Jor growth in this business.

We operate our logistics business through our subsidiary, China Railway Goods and Materials Co.,
Ltd., or CRGMG. CRGMG has recently achieved rapid development in its logistics operations and has
accumulated exiensive experience in this area. In 2006, it ranked as the largest railway construction logistic
service provider in China and the second largest railway materials supplier in the world. It was also ranked
20th among the 50 most competitive logistics enterprises in China in 2006.

We have 31 storage bases in 25 nationwide logistic hubs with the total storage area of approximately
1,330,000 m? and eight exclusive railways with a total length over 40 km for our logistics operations. We also
engage in the trading of construction materials, enabling us to streagthen our ability to purchase and supply
key materials. We have established strategic relationships with China National Petroleum Corporation, China
Petroleum and Chemical Corporation and scveral major steel companies in China, and expanded the
geographical coverage of our operations. The sales volume of our steel rail business exceeded 300,000 tonnes
in both 2005 and 2006, accounting for over 20% of the domestic steel rail market. We believe that, in addition
to being an independent business, our logistics operations provides us with the ability to lower our purchase
costs of materials utilized in the construction business, thereby further enhancing cur profitability and
competitiveness.

QOur experienced and knowledgeable management team and highly-skilled workforce have established
“CRCC” as a widely-recognized brand name, effectively maintained our corporate culture and ensured
the continued growth of our businesses.

Our senior management team consists of experts with an average industry experience of over 20 years,
with extensive experience in large-scale infrastructure design and construction projects, the manufacture of
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large track maintenance machinery and other areas related to infrastructure construction. We believe that our
management team is equipped with the critical industry knowledge required to take advantage of market
opportunities, formulate sound business strategies, assess and manage risks, and implement measures relating
to management and production, all of which are expected to increase our overall profit and maximize
shareholder value.

Qur management team’s expertise and commitment to high quality have contributed to the successful
establishment of our brand name, “CRCC”. We believe that, when selecting contractors for major
infrastructure construction projects, the PRC Government, foreign governments and project commissioners
place importance on the bidders’ industry experience and brand name. As a result of the widespread
recognition of our brand name in both domestic and overseas markets, we are often among the primary choices
of contractors for such projects. In 2007, we were listed among the Fortune Global 500 companies, ranking
384th in terms of total revenue. We have been ranked among the Top 225 Global Contractors in terms of total
revenue from 2006 construction operations according 1o ENR magazine for a number of years, ranking sixth in
2007.

We view our research and development capacities and innovative technologies as key to our continued
development and have established special research and development facilities and a strong professional team.
As of 30 November 2007, we had six research and development facilities specialized in construction
engineering, four post-doctorate research centers mainly employing Ph.D graduates, 16 technology centers and
five new, high-technology enterprises. As of 30 November 2007, we had over 86,000 technical personnel at the
junior, mid- or senior levels, including one academic from the Chinese Academy of Engineering, five state-
level design masters, 188 experts receiving special subsidies from the State Council, 21 experts with
outstanding contributions at the provincial and ministerial level, 217 professor-level senior engineers who work
in the research and development department and 6,375 senior engineers, 8,050 senior technicians, 16,207
engineers. In addition, we also have many professionals from the construction industry, including 3,391 State
Grade A project managers and 5,061 State Grade A construction engineers.

We believe that our success is partly due to our management team’s adherence to our corporate
culture. OQur management team endeavors 1o maintain the spirit of the Railway Engineering Corps, including
its enthusiasm for discipline and innovation, and is committed to executing our business strategies and willing
to accept new challenges. We believe our Company will continue its rapid growth under the leadership of our
core management team.

OUR BUSINESS STRATEGIES

We aim to develop into a globally-competitive and progressive company with a principal focus on our
construction business, construction survey, design and consuitancy business, and manufacturing business, as
well as large-scale construction projects development and management business. Our ultimate goal is to
enhance our cross-regional, cross-sector and cross-border operations by integrating our business operations
with our capital investment operations, coordinating our construction business with our survey and design
services, and consolidating our domestic operations with our international operations. We believe that the
following strategies will help us to leverage our strengths to capture future growth opportunities in China’s
construction industry, increase the globalization of our operations, enhance our core competitiveness and
maintain our industry leading position in China.
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Continue to enhance our leading position and increase our mavket sharve in China’s construction
industry.

Our traditional and core business operations involve the provision of construction services, which
accounted for 93.9% of our total revenue before inter-segment elimination in the eleven-month period ended
30 November 2007. As of the Latest Practicable Date, we held a leading position in China’s construction
industry in terms of total assets, total revenue or new contract value. We aim to increase our overall share of
the domestic market aggressively. We plan to maintain our leading position in China’s infrastructure
construction market by ensuring steady growth of our operations in the construction of infrastructure for
railways, particularly passenger railways and high-speed railways, highways, tunnels, bridges, ports and
airports, as well as increase our market share in construction of real cstate, metropolitan railway, water
conservancy and hydropower facility, and municipal projects. In addition, we will expand our operations to
cover new, high-growth areas such as port construction and environmental-related and energy-related
businesses with a view to increasing our overall share of the domestic market. The foregoing plans will be
facilitated by fully utilizing our construction techniques, taking advantage of our economies of scale, using our
capital effectively and procuring advanced equipment and facilities while improving our construction
technology and consolidating our Company's resources. Leveraging our advantages of having an integrated
structure, we will continue to reinforce our leading position in the industry. We also plan to develop new
operations and generate steady income through various types of capital investment projects, including BT,
BOT, BOO and PPP.

The PRC Government’s plans to develop China’s transportation network in the next five years include:
(i) an investment of RMB!,200 billion to build the network for a passenger railway, consisting of four East-
West and four North-South lines; (ii) the construction of an additional 350,000 km of highways, including
25,000 km of freeways; (iii} a total investment of nearly RMB500 billion in the construction of an additional
1,000 km of metropolitan railway lines; and (iv) a focus on investment in port construction, river water
treatment, the development and usage of water resources, alternative energy resources, real estate
development, environmental protection and ecological engineering. We intend to capture the opportunities
created by these plans, develop the domestic market and select projects that generate higher profit. We intend
to adopt a more profitable engineering, procurement and construction management, or EPC, business model
that requires technological consolidation. We believe that such efforts will enable us to maintain strong growth
and a leading position in the domestic infrastructure construction market.

Develop our overseas business and continue to expand the global footprint and scale of our overseas
operations,

We intend to strengthen our competitiveness in our overseas construction, survey and design
operations. We will take advantage of the opportunitics created by the PRC Government’s “going out”
strategy of encouraging large Chinese construction companies to expand their oversecas operations and
compete in the global market. We plan to consolidate our internal construction technology and design
resources and use our headquarters as a platform to contract and coordinate overseas businesses, while
leveraging the strength and presence of CCECC and its affiliates in overseas markets to expand our
experiences and cultivate talents. We will also develop the overseas markets for large track maintenance
machinery and railway track components, such as high-speed railway switches and rail fasteners. We aim to
become a high-quality, technologically-advanced international company, and we plan to strengthen our
working relationships with overseas government agencies with a view to increasing our participation in foreign
aid, government-financed prejects and energy resources related projects in various developing countrics, such

126




BUSINESS

as those in Asia, Africa and Latin America. We will develop new, high value-added businesses while ensuring
the high-quality execution and completion of our current overseas railway or highway projects by our localized
project management team. In addition, we intend to achieve sustainable development of our overseas
operations by exploring markets in certain developed countries in Europe and North America through close
cooperation with other leading international and domestic construction companies, thereby enlarging the
proportion of our revenue and profit generated from overseas operations to our total revenue and profit.

Realign our corporate focus and become a fully-integrated company while developing new businesses
with high return.

We plan to enter into new businesses associated with our main operations and to realign our corporate
focus. We believe that we are able to maintain our position as one of the few ultra-large construction
companies in China capable of providing a full range of services through our highly integrated operations,
including construction, survey, design and consultancy, manufacturing, real estate development, logistics, and
capital investment operations.

Our Company consists of more than 20 subsidiaries that specialize in project design, construction and
machinery and equipment manufacturing. With a view to achieving economies of scale and enhancing our
market compelitiveness, after our Restructuring, we plan to fully utilize our technological expertise and
sophisticated equipment, as well as our financing capacity and consolidated resources, to develop innovative
business models for our main operations and explore new businesses with high growth potential and high
returns by way of business re-alignment, mergers and acquisitions, majority investments, minority
investments, restructuring, joint ventures, cooperative efforts and asset swaps.

Specific dcvelo'pment plans for new businesses are as follows:

Real estate development: The rapid and steadfast growth of China’s economy and trends towards
urbanization have led to an increase in capital flow and investments in real estate projects. Morcover, the PRC
Government has implemented various macroeconomic measures, including raising the barriers to entry into
the market and restricting competition to large-scale enterprises, in an effort to ensure the stable and
systematic growth of the market. Our goal is to capture the opportunities created by favorable market
conditions to continue to expand our operations in real estate development, with an emphasis on commercial
real estate. As part of our growth strategy, we established China Railway Real Estate Group Co., Ltd.,
through which we have integrated related resources within our Company among various subsidiaries and will
continue to operate our real estate development business.

We intend to further expand our overall land reserves and our scale of operations by increasing our
capital expenditure in our real estate development business, forming strategic alliances and carefully selecting
projects with promising prospects, with the aim of benefiting from synergies and economies of scale and
securing stable sources of income, thus strengthening our market presence. We plan to focus on developing our
operations in large cities and municipalities that have shown high economic growth and activity, including
Beijing, Shanghai, Tianjin, Chongqing and Guangzhou.

Logistics: We aim to enhance our own procurement and supply capabilities to meet the procurement
needs of our construction and other businesses by leveraging our qualifications and existing raw materials
distribution businesses. We will integrate our resource supply systems through our subsidiary, China Railway
Goods and Materials Co., Ltd., while developing our procurement operations in the domestic railway and
other markets. We plan to further develop modernized logistics operations to enhance our overall cost
advantages for our core business and generate new sources of profit for our Company.
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Capital investment: In 2002, we began to engage in capital investments in relation to our construction
operations that we believe will generate more cash flow in the future. We also believe that, as an important
clement propelling the development of the domestic infrastructure construction industry, construction projects
completed through BT and BOT models will continue to increase. We intend to expand our capital investment
operations, increase our involvement in BT, BOT, BOO or PPP projects and increase our relevant operating
capacities. We plan to create a financing platform to centralize our capital and explore investment in fields
such as transportation, energy resources development and new high-tech industrics. We also plan to develop
new operations and generate steady income through various types of capital investment projects, including
BT, BOT, BOO and PPP.

Manufacture of railway track components: We plan to leverage the qualifications of CRRS, onc¢ of only
two designated manufacturers of passenger railway switches by the MOR, grasp opportunities that arise as a
result of the development of domestic passenger railway lines, develop the domestic market and increase our
market shares. In addition, we will continuously upgrade and develop railway track component products,
including high-speed railway switches and rail fasteners, to enter the overseas market. We expect to generate
new sources of profit through the increased scale of this business.

Through the foregoing measures, we will increase our vertical integration. We will also balance our
construction business through our equipment manufacturing and maintenance, project operation and
management and our after-sale consuitancy services, We aim to provide comprehensive services which not
only concentrate on construction, but alse extend to other operations such as project design, consultancy,
investment, financing, and management services.

Enhance our research and development efforts to further enhance our core competitiveness.

Our continued development is dependent upon our advancements in science and technology. Through
our main research institutes and engineering laboratories, we plan to establish a project-based technology
develepment system, which will enable us to research and develop, educate our employees on, and produce
new technologies to eventually realize proprietary technologies. Our main research institute will allow us to
better integrate the research and development resources of our subsidiarics. In addition, we will be able to
improve advanced technologies imported from overseas and customize such technologies for the domestic
market.

In the years ended 31 December 2004, 2005, and 2006 and the eleven months ended 30 November
2006 and 2007, we invested RMB39.0 mitlion, RMB27.9 million, RMB99.6 million, RMB88.4 million and
RMB84.9 million, respectively, in research and development. Qur core technologies, including those relating
to our construction business, such as technologies used for the construction of passenger railways, plalecau
railways, railway tracks, bridges, tunnels and railway maintenance equipment, will facilitate our ability to
produce innovative products based on technological know-how imported from overseas that are customized for
China’s railway network, particularly for passenger railways, thereby meeting the demands of the domestic
railway market and ensuring the continued development of our Company.

We will also continue our research and development, and enhance the protection, of new proprictary
technologies used in our main businesses through China Railway First Survey and Design Institute, China
Railway Fourth Survey and Design Institute, China Railway Fifth Survey and Design Institute, China
Railway Shanghai Design Institute Group Co., Ltd., Beijing China Railway Construction Electrification
Design and Research Institute and Kunming Zhong-Tie. Currently, our proprietary technologies mainly
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include those relating to our construction operations, survey, design and consultancy operations, and
manufacturing operations.

Implement innovative management strategies, improve management efficiency and reduce costs to
maintain cost-effective operations and optimize our overall profitability.

Our Company maintains a sizable staff force and has significant assets. To optimize our management
decision-making process and improve our efficiency and productivity, we have defined the management roles
for our headquarters to promote a flat management structure. After our Restructuring, our headquarters will
focus on investment policy-making, capital investments, market development and integration of resources,
while our subsidiaries will be responsible for construction and production. Decision-making and risk evaluation
mechanisms will be established to strengthen our internal controls. We will also enhance the management of
our project costs, with a particular focus on implementing uniform management standards among our
subsidiary construction companies and optimizing the profitability of our operations.

We view improving efficiency and cost control as critical for maximizing our profitability and
maintaining our competitiveness. Qur Company will continue to rationalize and consolidate our internal
management and further integrate our internal resource allocation system to strengthen our management
control and increase our resource utilization rates. In addition, we will continue to enhance the centralized
procurement of raw materials and plan to enter into long-term contracts with main suppliers of key raw
materials, such as steel, to reduce our exposure to the volatility of raw material prices. We belicve that
centralizing raw material procurement will lower our procurement costs, ensure the consistent quality of raw
materials and increase our rate of return.

We intend to enhance the efficiency of our supply chain, customer relations, on-site and financial
information management systems. We will establish a uniform, computerized accounting and financial
information management system to improve our financial risk management and to oversee our overall capital
investments, operations and profits, as well as a uniform database that will allow our various subsidiaries to
share consolidated research and development, sales and marketing and client information. We expect to
implement a centralized capital management system which we believe will enable us to enhance the efficiency
of our fund utilization, increase our sources of funding and reduce our financing costs. This system would
enable us to integrate our capital investment operations and increase our investment flexibility to seek higher
returns.

Further develop our outstanding corporate culture, promote the “CRCC” brand name and strengthen
our reputation for excellence,

We value the brand “CRCC” as our most valuable intangible asset and the representation of our
corporate culture. We will therefore enhance our integrated brand management and utilization and increase
our brand awareness. For example, we plan to promote our brand name during major functions, such as the
Olympic Games 2008 and the World Expo 2010, in order to fully explore business opportunities, attract
investment, expand markets and recruit talents. We will also focus on promoting the brand name “CRCC” in
overseas markets by associating our brand image with high quality landmark construction projects and’
products.

During our consolidation and business development progress, we will unify our corporate culture
through the promotion of our brand name “CRCC”. We believe our employees and member companies will
be able to maximize profit for our shareholders under a uniform corporate culture.
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PRINCIPAL PRODUCTS AND SERVICES
We mainly operate the following businesses:

®  Construction operations, which is our traditional and core business. Our construction operations
mainly include the construction of infrastructures such as railway, highway, metropolitan railway,
water conservancy and hydropower facility, airport, port, industrial and civil construction and
municipal projects;

e  Survey, design and consultancy operations, including the provision of survey, design and
consultancy services for the construction of railway, highway, metropolitan railway, bridge, tunnel,
municipal and power projects, high-rise buildings, airports and ports;

o Manufacturing operations, including the design, research and development, production and sale of
large track maintenance machinery as well as the manufacture of components for railway
construction, such as railway switches for passenger railways and rail fasteners; and

®  Other business operations, including real estate development and logistics businesses, that relate to
our main businesses. In addition, we also conduct capital investment operations.

The following table sets forth the contributions by each of our business operation segments in terms of
revenue before elimination of inter-segment sales and as a percentage of our total revenue before elimination
of inter-segment sales for the periods indicated:

For the year ended 31 December Elesen months ended 30 November
2004 2005 2006 2006 2007
{audited) (audited) {audited} {unaudited)} (audited)
(RMB million) % {RMB millian} % {RMB million} % (RMB million) % (RMB million) %
Revenue
Construction operations'"? 80,565.8 93.1  104,1337 936  146,3597 947  131,658.1 947 1391846 939
Survey, design and
consultancy operations 2,345.6 2.7 2,909.3 2.6 3,348.5 22 29958 2.2 2,748.7 1.9
Manufacturing operations 1,362.5 1.6 1,388.3 1.2 1,355.2 09 1,2374 0.9 1,633.8 1.1
Other operations'® ... ... 22172 2.6 28725 2.6 3,553.9 2.3 3,152.8 23 4,625.0 31
Subtotal ..._............. 86,491.1 1600 111,3037 100 154,617.3  100.0 1390441 100.0 148,192.2 100.0
Elimination............. (303.6) (509.0) (1,008.3) {760.4) (1,525.2)
Total . ................... 86,187.5 110,794.7 153,609.0 138,283.7 146,667.0

(1}  Include construction revenue from the BT and BOT projects as part of our capital investment operations. For the years ended
31 December 2004, 2005 and 2006 and the eleven months ended 30 November 2006 and 2007, we generated construction revenue
from BT and BOT projects of RMBI85.9 million, RMB2,135.8 million, RMB1,604.6 million, RMB1,451.5 million and
RMBI1,434.8 million, respectively.

(2)  Include revenues generated from real estate development, logistic services and other businesses, excluding construction revenue
from BT and BOT projects as part of our capital investment operations.

CONSTRUCTION OPERATIONS
Overview

Since our incorporation, the provision of construction services has been our traditional and core
business, and for the years ended 31 December 2004, 2005 and 2006 and the eleven months ended
30 November 2006 and 2007 revenue generated from our construction operations before inter-segment
elimination accounted for 93.1%, 93.6%, 94.7%, 94.7% and 93.9% respectively, of our total revenue before
elimination of inter-segment sales. Through our subsidiaries, comprising 15 construction group companies,
CCECC. and China Railway Construction Group Co., Ltd., we engage in the provision of domestic and
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overseas construction for projects such as railway, highway, bridge, tunnel, metropolitan railway, water
conservancy and hydropower facility, airport, port, industrial and civil construction and municipal projects. We
are one of the largest providers of construction services for railway projects and the largest provider of
construction services for highway projects in China. We are also one of the market leaders in tunnels, bridges,
metropolitan railways and underground construction projects in China. We have participated in the
construction of approximately 34,000 km of railway, accounting for the majority of China’s railway lines
constructed since 1949. We also constructed approximately 22,600 km of new freeways and highways,
5,390 km of tunnels, 5,336 km of bridges and 41,140,000 m® of buildings. In addition, we have undertaken
work on 130 large-scale water conservancy and hydropower facilitics, 30 major airports, 148 metropolitan
railway lines, projects. In addition to these construction projects in China, we have also completed more than
200 projects in foreign countries and territories. In 2007, we were listed among the Fortune Global
500 companies, ranking 384th in terms of total revenue. In the same year, we were also ranked sixth out of the
Top 225 Global Contractors in terms of total revenuc from 2006 construction operations according to ENR
magazine and 15th out of the Top 500 Chinese Enterprises elected by the Chinese Enterprise Confederation
and the China Enterprise Directors Association in terms of total revenue.

We have been engaged to provide services in all provinces, autonomous regions and municipalities of
China, excluding Taiwan. We arc also involved in infrastructure construction projects located in overseas
countries and territories, including these in Africa, Asia, the Middle-East and Europe.

Qur revenue generated from the construction operations before inter-segment elimination for the years
ended 31 December 2004, 2005 and 2006 and the eleven months ended 30 November 2006 and 2007 was
RMB80,565.8 million, RMB104,133.7 million, RMBI146,359.7 million, RMBI131,658.1 million and
RMB139,184.6 million, respectively.

The following table sets forth our new contract value for our construction operations for the years
ended 31 December 2004, 2005 and 2006 and eleven months ended 30 November 2007 by each type of
construction project:

Eleven months

ended
For the year ended 31 December 30 November
2004 2005 2006 2007
RMB RMB RMB RMB
(million} (million) (million} (million)
Domestic
Railways........... ..o, A, 26,041 69,308 81,646 65,019
Highways . ... i 67,247 72,016 35,054 27,319
Metropolitan railways .. ......... ... oo i 2,896 3,108 5,354 6,123
Water conservancy and
hydropower facilities............... ... ... oht. 5,596 6,452 4,348 6,572
OTheT oo e 34,795 25,365 28,187 29,544
Domestic subtotal ... ... . . i i 136,574 176,247 154,589 134,576
Overseas '
Rallways. ... .. e 22 4,435 13,430 16,293
Highways ... ... . e 479 548 26,716 6,810
Others. . i i e 3,261 7,926 3,469 5,981
Overseas subtotal .. ..........ovveroeinoiniaiaenns 3,762 12,909 43,615% 89,084
Total. ...t e e 140,336 189,156 198,204 223,660
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{1) Overseas new contract value comprises of the projects from the following areas: Middle East
(27.3%), Africa (42.6%), Southeast Asia (1.8%} and others (28.3%).

(2) Overseas new contract value comprises of the projects from the following areas: Middle East
(19.9%), Africa (17.2%), Southeast Asia (2.7%) and others (60.2%).

(3) Overseas new contract value comprises of the projects from the following areas: Africa (91.6%)
and others (8.4%).

(4) Overseas new contract value comprises of the projects from the following areas: Middle East
(4.7%), Africa (78.2%), Southeast Asia (3.8%) and others (13.4%).

As of the Latest Practicable Date, our new contracts are expected to be completed within one to five
years from the date of commencement of the relevant project.

Railway Construction

Qur predecessor was the Railway Engineering Corps, and, therefore, the construction of railways have
always been a significant part of our core operations. We are one of the largest providers of railway
construction services in China. We have participated in the construction of almost all railway lines constructed
after 1949 and have independently constructed approximately 34,000 km of railways, which account for the
majority of China’s railway lines constructed since 1949. Qur market share {or railway construction in China
in terms of new contract value is approximately between 45% and 50%. For the years ended 31 December
2004, 2005 and 2006 and the eleven months ended 30 November 2006 and 2007, our total revenue generated
from the contracting of railway construction projects before elimination of inter-segment sales was
RMB22,461.1 million, RMB32,434.3 million, RMB61,496.9 million, RMB58,477.0 million and
RMB62,497.9 million, respectively.

Completed Projects

Since our establishment, we have constructed more than 100 new multi-track and main railway lines.
Landmark railway lines include the Qinghai-Tibet (Phases I and II), Beijing-Kowloon, Datong-
Qinhuangdao, Southern Xinjiang, Nanning-Kunming, Neijiang-Kunming, Guangzhou-Shenzhen,
Qinhuangdac-Shenyang, Chongqing-Huaihua, Xi'an-Hefei, Yangshou-Huanghe, Xiangfan-Chongqing,
Chengdu-Kunming, Yingtan-Xiamen, Baoji-Lanzhou railway lines and the Guangdong Sea Passageway, with
a total length of approximately 34,000 km, accounting for the majority of China’s railway lines constructed
since 1949. We have completed the following landmark railway or railway system projects in recent years:

o  (Qinghai-Tibet Railway (Phase I and Phase IT}: The Qinghai-Tibet Railway Line is the world’s
longest, highest and most technologically sophisticated plateau railway. This renowned railway
project connecting Xining and Lhasa has two phases that commenced commercial operations on
July 1984 and July 2006, respectively. We were solely responsible for the construction of 71.1%, or
approximately 1,406 km of both phases of the Qinghai-Tibet Railway Line, including, all
construction beyond 4,900 m above sea level and the majority of the difficult railway lines beyond
4,600 m above sea level of Phase 11 of the railway, as well as the sections of the railway crossing
the Tanggula and Kunlun mountains. We successfully overcame three significant challenges
presented by permafrost, low oxygen levels due to high altitudes and the fragile ecology of the
Qinghai-Tibet Plateau. The total contract value of Phase 11 was approximately RMB13.1 billion;
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®  Datong-Qinhuangdao Railway: This is the first dual line electrified railway specially designed for
coal transportation by standardized heavy-haul freight wagons, and was completed in 1991. We
have participated in the construction of both Phase I and Phase 11 of this railway line with a total
contract value of RMB3.0 billion. We also undertook the expansion project which allowed this
railway line to support annual transportation volumes of 200 million tonnes. We won a Luban
Award, China’s most prestigious architecture and construction award, as well as the Golden Frize
of National Excellent Construction Project, for our outstanding construction quality;

e  Qinhuangdao-Shenyang Passenger Railway Line: This is the first passenger railway in China,
which was completed in 2002 with a total contract value of RMB5.2 billion. We constructed part
of the railway, including the testing section, which recorded maximum train speeds of over
321 km/h. We have developed the technical capacity to build passenger railways through the
completion of this project;

®  Ji'an-Dingnan Section of the Beijing-Kowloon Railway Line: The Beijing-Kowloon Railway Line
is the second north-south railway artery in China. It was built across areas with complex
geographical conditions and under significant time pressures and completed in 1993, We
completed the construction of 346.2 km of railways with a total contract value of RMB7.9 billion
within 39 months and reccived a Luban Award for the outstanding construction quality of this
project; and

®  Guangzhou-Shenzhen Quasi High-Speed Railway Line: This is the first quasi high-speed railway
in China and the first electrified 4-line railway with separate lines for cargo and passenger
transportations, which was completed in 1994. We constructed the passenger transportation lines
with a total contract value of RMB3.9 billion which are currently integrated parts of the
Guangzhou-Shenzhen inter-city commuter network with a maximum operation speed over
200 km/h.

Projects under Construction

Based on our expertise and our recognized brand name, we are actively participating in the
construction of China’s new passenger railway network. We have undertaken approximately 45% of passenger
railway projects currently under construction in China. As of 30 November 2007, the total value of backlog
contracts for railway construction was approximately RMB91.7 billion. As of the Latest Practicable Date, we
were independently awarded two sections of the Beijing-Shanghai High-Speed Railway Project with a
construction contract value of RMB33.7 billion. In addition, we were awarded another section of this project
with a construction contract value of RMB14.3 billion through a consortium entered into with China
Hydraulic and Hydroelectric Construction Group Corporation, and our share in the total construction contract
value is expected to be over RMB5.2 billion. As a result, we expect to be awarded over RMB38.9 biilion, or
over 46.5%, of the total contract value for Beijing-Shanghai High-Speed Railway Project. Of the four
companies awarded the contract for this project, we were awarded the highest proportion of the project in
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terms of contract value. The following table sets out the major railway construction projects in which we were
involved as of 30 November 2007:

Approximate

Expected progress as of
Commencement  completion Total contract 30 November
Project name date date value” 2007 Project description®
(RMB million)

Beijing-Tianjin January 2005 July 2008 3,800.0 95% The railway, which starts from the
Inter-city eastern section of Beijing South
High-speed Station and extends to Tianjin Station,
Railway has a total length of 115.4 km. We are

responsible for the second section
which accounts for over 50% of the
total length of this project.

Wuhan- June 2005 March 2009 23,900.0 75% This project 1s 995 km in total,
Guangzhou connecting Wuhan and Guangzhon,
Passenger including the Changsha-Hengyang
Railway Line Junction. We are responsible for more

than 50% of this construction. We are
also responsible for the construction of
Wuhan Train Station and sections
SDIII, SDIV, SIDI, SQDGIII,
XXTJI, XXJJIH, XXTJV and
XXTIVL

Zhengzhou- July 2005 April 2009 15,880.0 70% This railway runs parallel with the
Xi’an Longhai Railway Line, connecting
Passenger Zhengzhou and Xi’an, and has a total
Railway Line length of 484.5 km. We are

responsible for the construction of
approximately 300 km of railways and
the laying of more than 280 km of
tracks. We are responsible for sections
ZXZQ02, ZXZQ03, ZXZQO0s,
ZXZ20Q07 and KHZQO02.

Shijiazhuang-  June 2005 October 4,300.0 75% This railway connects Shijiazhuang
Taiyuan 2008 and Taiyuan and has a total length of
Passenger 189.93 km. We are responsible for
Railway Line approximately 60% of this project. We

are also responsible for sections Z1,
Z2, 73, Z4, 27, Z8 and Z10,

(1}  “Total contract value” as used here is the subtotal of the value of all the relevant contracts already signed by our Company.

(2}  “Project description” as used here is general in nature and is for reference purposes only. We may have participated only in certain

sections of a project in some cases.

Highway Construction

We are the largest provider of highway construction services in China, with a focus on the construction
of freeways as well as bridges and tunnels as part of the constructed highways. Our customers are mainly
provincial or municipal transportation divisions and highway development companies. For the years ended
31 December 2004, 2005 and 2006 and the eleven months ended 30 November 2006 and 2007, our revenue
generated from the contracting of highway construction projects before elimination of inter-segment sales was
RMB35,539.7 million, RMB47,565.4 million, RMBS56,925.4 million, RMBS50,991.4 miilion and
RMB47,669.8 million, respectively.
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Completed Projects

Since our inception, we have constructed more than 100 [reeways and highways, located in all
provinces, municipalities and regions in China, except Taiwan, with a total length approximately 22,600 km,
including the Shenyang-Dalian, Jinan-Qinghai, Taiyuan-Yangquan, Xuanwu-Dalian, Tongjiang-Sanya,
Chengdu-Chongging, Beijing-Zhuhai, Beijing-Shanghai, Beijing-Fujian, Beijing-Shenzhen, Beijing-Chengde
and Jiangxi-Guangdong freeways. We have completed the following landmark highway projects in recent
years:

®  Bejjing-Zhuhai Freeway: This two-way, four-lane freeway is 2,291 km long and connects Beijing
with Guangzhou and Zhuhai, two important cities in southern China. It is the main section of
China’s first national freeway. We completed part of the groundworks for this project in 2003,
which had a total contract value of RMBI.45 billion;

o  Shenyang-Dalian Freeway: This freeway was China’s first freeway and was later expanded to
become its first eight-lane freeway. It is 375 km long and connects Shenyang and Dalian, two
major cities in northeastern China, We completed the groundworks for this freeway in 1990,
which has a total length of 28 km and a contract value of RMB69 million. We also participated in
the expansion project for this freeway, which was completed in 2004 and had a total contract value
of RMBI1.2 billion; and

¢ Jinan-Qingdao Freeway: This freeway connects Jinan and Qingdao, crossing over Shandong
Province and linking other inland cities with the sea harbor. We have constructed %0 km of this
freeway, which was completed in 1993 with a total coatract value of RMB450 million and is of
significant importance to the economic development of Shandong Province.

Projects under Construction

As of 30 November 2007, the total value of backlog contracts of highway construction was
approximately RMB42.4 billion. The following table sets out the major highway construction projects in which
we were involved as of 30 November 2007:

Approximate

Expected progress ns of
Commencement completion Total contract 30 November
Project name date date value!! 2007 Project description'”
(RMB million)
Punan Freeway  October 2005 October 2009 6.600 0% This freeway has a total length of 244.5 km and
consists of 99 large- or mid-sized bridges and
24 wnnels. We constructed all three sections of
this project. We are responsible for sections A,
B and C.
Beijing-Tianjin -~ December 2005 December 2008 1,300 90% Connecting Beijing and Tianjin, this freeway
No. 2 Passage has a total length of approximately 135 km. We
constructed five sections of this project. We are
responsible for sections 3, 5, 6 and 10.
Quanzhou- January 2006  June 2008 4,400 75% This freeway has a total length of 265 km. The
Sanming total investment of the project is estimated to
Freeway be approximately RMBILS billion. 1t is an

important part of the freeway network planning
of Fujian Province. We are responsible for

15 highway sections and have completed
construction of 13 sections,

(1}  “Total contract value™ as used here is the subtotal of the value of all the relevant contracts already signed by our Company.

(2)  “Project description™ as used here is general in nature and is for reference purposes only. We may have participated only in certain
sections of a project in some cases.
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Bridges

We are a market leader in the provision of bridge construction services in China. We achieved a
leading position internationally in bridge construction technologies, such as those for the construction of cable-
stayed bridges, cable supported bridges, light rail PC beams and high-precision maglev track beams. We are
currently the only company in China possessing proprietary knowledge of high-precision maglev track beam
manufacturing technology. We also mastered the advanced box-beam and mobile frame construction and
assembly technologies. We successfully increased the maximum weight of our bridge beam construction
technology to 900 tonnes and extended bridge spans from less than 200 m to operating spans of 430 m and
design spans of 580 m. We construct bridges as independent structures or as parts of our railway and highway
construction projects. Leveraging our outstanding construction quality and expertise in dealing with complex
geographical conditions, and utilizing advanced technologies and equipment such as 900-tonne bridge-erecting
machines and 900-tonne mobile modular framework bridge-building machines, we completed the construction
of bridges, and in the process, have won national awards for the high quality of these projects. The revenue
generated from the construction of bridges that were constructed as part of a railway or highway project was
accounted for as revenue from the relevant railway or highway project.

Completed Projects

Since our inception, we have constructed approximately 5,336 km of bridges, such as the Sanchahe
Extra-Large Bridge on the Qinghai-Tibet Railway Line, the Wuhu Bridge crossing the Yangtze River, the
Yiling Bridge crossing the Yangtze River, the Extra-Large Bridge crossing the Yellow River on the Lingwu
Railway Line, the Sea-crossing Bridge on the Xiamen Ring Road, the Songhua River Extra-Large Bridge on
the Suijia Raiiway Line, the Extra-Large Bridge crossing the Qingsuihe River on the Nanning-Kunming
Railway Line and the Nanpan River Extra-Large Bridge on the Nanning-Kunming Railway Line, We have
completed the following landmark bridges in recent years:

®  Qingsuihe River Bridge of the Nanning-Kunming Railway Line: This landmark project, which was
completed in 1998, measures approximately 260.5 m long, is the first railway bridge in China with
a pylon that is over 100 m high. We undertook the construction of the entire project, which has a
contract value of RMB68 million. We received the Luban Award in 2000 for its construction
quality;

e  Huatupo Extra-Large Bridge on the Neijiang-Kunming Railway Line: The main pylon of this
bridge is over 110 m high and the total length of the bridge is over 678.6 m. This project was
completed in 2001 with a total contract value of RMBI160 million. The project received the Luban
Award in 2004 and the China Civil Engineering Zhan Tianyou Award in 2005;

e [izigou Extra-Large Bridge on the Neljiang-Kunming Railway Line: This 161.1-meter high and
1,031.9-meter long bridge is an important project on Neikun Railway Line, with a main span of
over 529 m wide. The project was completed in 2002 with a total contract value of
RMB230 million and received the Luban Award in 2003; and

e  Shanghai Fengpu Bridge: This bridge crosses over Huangpu river in Shanghai with a total length
of 2.2 km. We completed the construction of this bridge in October 1995 and received the Luban
Award in 1997 for its construction quality. The total contract value of this project is
RMB230 million.

136




BUSINESS

Projects under Construction

Leveraging our outstanding construction quality and expertise in dealing with complex geographical
conditions, we are currently constructing the following projects:

Approximate

Expected progress as of
Commencement completion Total contract 30 November
Project name date date value'” 2007 Project description®
(RMB millicn)

Chongging February 2005 May 2008 420.0 85% This is China’s first bridge designed for parallel
YuDong traffic of automobiles and light rail on the same
Bridge level. We are responsible for the entire

construction of this two-way, eight-lane bridge
has two lanes for light rail and a total width of
42 m.

Ao Jiang River  July 2005 August 2008 486.4 60% One of the longest railway bridges currently
crossing Bridge under construction, with a total length of
on Wenzhou- 11.3 km. This project is being constructed
Fuzhou utilizing mobile medular framework bridge-
Railway Line building machines, and we are responsible for

its entire construction.

Longtan River May 2004 June 2008 2200 95% The main pylon of this bridge is approximately
Bridge on 178.3 m high, and is one of the highest pylons
Enshi-Lichuan in Asia. We are responsible for its entire
Freeway construction.

(1)  “Total contract value” as used here is the subtotal of the value of all the relevant contracts already signed by our Company.

(2)  “Project description” as used here is general in nature and is for reference purposes only. We may have participated only in certain
secttons of a project in some cases.

Tunnels

We are one of the leading companies providing tunnel construction services. We construct tunnels as
parts of our railway and highway construction projects. Leveraging our outstanding construction quality and
expertise in dealing with complex geographical conditions and utilizing advanced technologies and equipment
such as the shielding machine and TBM, we constructed or participated in almost all landmark underground
projects in China, and are currently constructing China’s first undersea tunnel. The revenue generated from
the construction of tunnels that are constructed as part of a railway or highway project is accounted for as
revenue from the relevant railway or highway project.

Completed Projects

Since our establishment, we have constructed over 5,390 km of tunnels as part of our railway and
highway projects. Landmark tunnel projects include the Qinling Tunnel on Xi’an-Ankang Railway Line, the
Fenghuoshan Tunnel on the Qinghai-Tibet Railway Line, and the Wushaoling Tunnel on the Lanzhou-
Wuhan Railway Line, We have completed the following landmark highway or railway tunnel projects in
recent years:

®  Qinling Tunnel of the Xi'an-Ankang Railway Line: This tunnel consists of two single-line tubes,
which are almost parallel to cach other, We applied TBM excavation technology for the first time
during the tunnel’s construction and successfully solved the difficulties created by unfavorable
geographical conditions, single-ended ventilation in the tunnel and hard rock blasting. We
achieved six new national records in tunnel construction and successfully completed the project
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before the deadline. The project was completed in 2000 with a total contract value of
RMB750 million. We received the National Science and Technology Advancement Award in
2003, the Luban Award in 2002 and the Zhar Tianyou Award in 2003 for this project;

e Fenghuoshan Tunnel on Qinghai-Tibet Railway Line: This tunnel is situated at an altitude of
4,905 m and located in the Fenghuoshan Mountain of the Qinghai-Tibetan Plateau. The tunnel
was constructed in permafrost and has been listed in the Guinness World Records as the world’s
highest rail tunnel built in permafrost. The project was completed in 2006 with a total contract
value of RMB350 million. We were awarded the second prize of the National Science and
Technology Advancement Award in 2005 for the project;

¢  Wushaoling Tunnel: This tunnel on the Lanzhou-Wuhan Railway Line crosses through four
distinct regions in the high and middle mountainous areas of the Qilian Mountains and is sitnated
at an altitude of over 2,400 m. It is the first railway tunnel to exceed a length of 20 km in China
and serves to reduce bottlenecks on the Eurasian Continental Bridge The project was completed in
2006 with a total contract value of RMB200 million.; and

®  Qinling Zhongnanshan Highway Tunnel: This tunnel crosses through the Qinling Mountains and
was the longest double-tube tunnel in China when it was completed in 2007. It was one of the
three landmark transportation projects in Shaanxi during the Tenth Five-Year Plan period. The
total contract value of this project is RMB910 million.

Projects under Construction

Leveraging our ocutstanding construction quality and expertise in constructing tunnels with complex
geographical conditions, we are currently constructing the following projects:

Approximate

Expected progress as of
Commencement completion Total contract 30 November
Project name date date value'” 2007 Project description”
(RMB million)

Nanjing Yangize September 2005 December 2009 2,200 30% The 6.2 km tunnel connects two districts of

River Tunnel Nanjing city. It is currently the longest tunnel
crossing the Yangtze River. The diameter of
the shietd tumneling machine used in this
project is also one of the widest in the world.
We are responsible for the construction of this
entire project.

Xiamen August 2005 August 2008 783 50% Xiamen Xiang’an Undersea Tunnel is the first
Xiang’An undersea tunnel in maintand China solely
Undersea designed by Chinese professionals. The tunnel
Tunnel is 9 km long and has an undersea section

measuring 6.0 ki long. The deepest part of
the tunnet is 70 m below the surface of the
sea. We are responsible for the construction of
sections A2 and A3 of this project.

Shiziyang Tunnel May 2006 March 2009 1,179 15% This 10.8 km tunnel is the first underwater
on railway tunnel in China and the deepest
Guangzhou- underwater tunnel in China. We are
Shenzhen- responsible for the construction of section two
Hong Kong of this project.

Passenger
Railway Line
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Approximate
Expected progress as of
Commencement completion Total contract 30 November
Project name date date value!"? 2007 Project description'”
(RMB million)

Taijhangshan June 2005 August 2008 968 75% This tunnel has a total length of approximately
Tunnel on 27.4 km. We are responsible for the
Shijiazhuang- construction of approximately 18 km of this
Taiyuan project, which includes sections Z2, Z3 and
Passenger Z4.

Railway Line
Guanjiao Tunnel November 2007 November 2012 1,360 10% Currently, Guanjiao Tunnel is the longest

railway tunnel in China, measuring
approximately 32.6 km in length. We are
responsible for construction of section 5-1 or
17,352m, of the project.

(1)  “Total contract value” as used here is the subtotal of the value of all the relevant contracts already signed by our Company.

(2)  “Project description” as used here is general in nature and is for reference purposes only. We may have participated only in certain
sections of a project in some cases.

Metropolitan Railways

We are a leader in the construction of metropolitan railways in China, We independently constructed
the first subway in China — Line One of the Beijing City Subway. We have participated or are currently
participating in metropolitan railways projects in all cities throughout China with such projects, including
Dalian, Tianjin, Chongqing, Wuhan, Beijing, Guangzhou, Shanghai, Nanjing and Shenzhen. In recent vears,
our business has significantly developed in the area of metropolitan railways. As of 30 November 2007, we had
constructed or participated in the construction of 148 metropolitan railway projects. We have made certain
breakthrough achigvements in the construction of urban light rail systems, shield tunneling, pile foundation
underpinning, large cross-section excavation technology in complex geographical conditions and the utilization
of anti-vibration and noise reduction technologies for metropolitan railway lines. Qur customers mainly consist
of transportation bureaus and transportation system operators of major citics in China. For the years ended
31 December 2004, 2005 and 2006 and the eleven months ended 30 November 2006 and 2007, our revenue
generated from the construction of metropolitan railway projects before elimination of inter-segment sales was
RMB2,055.3 million, RMB2,690.8 million, RMB4.823.8 million, RMB3,626.2 million and
RMB4,424.9 million, respectively.

Completed Projects
We have completed the following landmark tracks and metropolitan railway projects in recent years:

e Shanghai Maglev Demonstration Line: In 2001, we participated in the construction of this maglev
track, which is the first and only maglev track currently in commercial operation in China. The
track recorded maximum train speeds of up to 432 km/h during trial operations. The project was
completed in 2002 with a total contract value of RMB540 million. We are currently the only
company in China possessing proprietary knowledge of high-precision maglev track beam
manufacturing technology and have obtained two intellectual property rights for technologies
developed for this project;

®  Beijing Metropolitan Railway Lines: We have constructed subway routes No. 1, No. 2, No. §,
No. 13 and the Bawangfen-Tongzhou Line of the Beijing Metropolitan Railway Lines System, the
combined subway and light rail connecting Beijing Capital International Airport with the city
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center of Beijing. The construction of routes No.l and No.2 was completed in 1989 with a total
contract value of RMBI1.7 billion. As part of the subway line crosses the city center, we employed
underground excavation technology to minimize interference with city center traffic;

®  Chongging Light Rail: This is a straddle-type, single-rail transportation system. We used our own
PC beam technology, having obtained three patents in the beam body, mold and construction
methods, and successfully overcame difficulties such as steep slopes, multiple curves and the
manufacture and erection of an S-shape reverse curve PC beam. The project was completed in
2004 with a total contract value of RMB110 million. In 2005, this project received Top Ten
Construction Technology Achievement in Ching; and

®  Exiension for West-end of No. 2 Subway in Shanghai: The project is an extension of the west-end
of the No. 2 Subway in Shanghai with a total length of approximately 6.1 km. We were engaged
as the general contractor and completed the groundworks as well as the construction of the
electrical engineering system and railways of all sections between stations. The project was
completed in 2006 with a total contract value of RMB3.6 billion.

Projects under Construction

As of 30 November 2007, the total amount of our backlog for the metropolitan railway projects was
approximately RMB10.2 billion. The following table sets out the major metropolitan railway projects in which
we were involved as of 30 November 2007:

Approximate

Expected progress as of
Co ement completion Total contract 30 November
Project name date date value'! 2007 Project description'”
(RMB million)

No. 4 and No. 10 December 2004  April 2008 493.0 Ne. 4: T0%; These new lines will become parts of the
subway lines in  December 2003 June 2008 1,656.0 No. 10: near metropolitan railway lines in Beijing. We
Beijing completion are responsible for sections 8, 15 and 18 of

No. 4 subway line and sections 2, 3, 6, 7,
10, 14, 15, 17 and (8 of No. 10 subway
line.

Tianjin December 2005 September 2009 588.3 No. 2: 40%; The total construction area is
Communications N/A No. 3: approximately 430,000 m%. As an important
Hub-Tianjin construction part of Tianjin Communications Hub, the
Station for has not No.l, No.2 and No. 3 lines create the
No. 2 and No. 3 commenced basic skeleton for the Tianjin metropolitan
subway lines railway lines. We constructed section two

of this project.

No. 5 Subway in ~ March 2005 December 2007 7300 near completion This new line is approximately 40.5 km
Guangzhou long and we constructed seven sections of
this project.

No. 1 Subway in  April 2004 July 2008 592.5 40% This is Shenyang’s longest east-to-west
Shenyang transportation channel and has a total
length of approximately 22.5 km. We are
constructing sections 4, 6, 8, 10 and an
extension line for this project.
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Approximate

Expected progress as of
Com completion Total contract 30 November
Project name date date value!" 2007 Project description'®
{RMB million)
No. | Subway iz June 2006 November 2008 408.9 50% With a total length of approximately
Chengdu 31.6 km, this line has 23 stations. We are

constructing four sections of this project.
(1) “Total contract value” as used here is the subtotal of the value of all the relevant contracts already signed by our Company.

(2)  *Project description” as used here is general in nature and is for reference purposes only. We may have participated only in certain
sections of a project in some cases.

Water Conservancy and Hydropower Facilities

As one of the few integrated construction companies with a number of Grade A qualifications to
construct water conservancy and hydropower facility projects, we have undertaken and participated in the
construction of over 100 hydropower facilities, such as the Hydraulic Complex in the Three Gorges of the
Yangtze River, the Hydraulic Complex in Xiaolangdi of the Yellow River, a water conduit project from
Luanhe River to Tianjin, a water conduit project from the Yellow River 1o Shanxi, and the South-to-North
Water Transfer Project. For the yvears ended 31 December 2004, 2005 and 2006 and the ¢leven months ended
30 November 2006 and 2007, our revenue generated from the construction of water conservancy and
hydropower facility projects before elimination of inter-segment sales was RMB3,223.1 million,
RMB3,846.3 million, RMB4,958.2 million, RMB4,410.8 million and RMB5,448.3 million, respectively.

Completed Projects

We have completed the following landmark water conservancy and hydropower f{acility projects in
recent years:

e  Water conduit project from Luanhe River to Tianjin: This project is a major national project in
China. The total length of the construction is approximately 234 km with a 9.7 km long water
diversion tunnel. We completed over 8.1 km of the tunnel for this project and have received the
Gold Prize of the National Excellent Project for the quality of our construction. The project was
completed in 1984 with a total contract value of RMBI170 million;

®  Water conduit project from Datonghe River to Qinwangchuan: This project was constructed for
the agricultural use of water for 860,000 acres of lands in the middle-west of China and was
completed in 1993. As an important water conduit project of national level in China, it has 75 km
of tunnels and 12 km of other water conduits. We have constructed tunnels over 29.2 km long with
a total contract value of RMB160 million; and

o Section 3 of the water diversion and power generation system project for Jiudianxia Hydraulic
Complex: This multi-functional water conservancy project is located in Gansu Province and
provides water for industry and agricultural use to nearby cities. The project was completed in
2007 with a total contract value of RMBI110 million. We employed TBM for the construction of
the project.
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Projects under Construction

As of 30 November 2007, the total amount of our backlog for the water conservancy and hydropower
facility projects was approximately RMB 6.4 billion. The following table sets out the major water conservancy
and hydropower facility projects in which we were involved as of 30 November 2007:

Expected Approximate
Commencement completion Total contract progress as of
Project name date date vatue!! 30 November 2007 Project description'®
(RMB million)

Water diversion  May 2007 December 2014 4,573.8 10% This water diversion tunnel will be
tunnel for the largest water conservancy and
No. 2 Jinping hydropower facility in the world. The
Hydropower diameter of the TBM we are nsing
Station on the to construct this tunnel is
Yalong River approximately 12.4 m. We are

responsible for the construction of
sections C4 and C5 of the water
diversion tunnel, which has an
aggregate length of approximately 32
km.

Middle alignment  August 2004 April 2008 2,050.0 40% The middle alignment of this major
of the South- infrastructure construction project
to-North directs water from the Danjiankou
Water Transfer Water Conservancy to the Beijing
Project and Tianjin area. The main section

of this project is approximately 1,427
km long and provides water for an
area as large as 5,876 km®. We are
responsible for the construction of
13 major difficult sections of this
project.

Water diversion September 2006 July 2008 91.1 62% This project contains water diversion
and power facilities, including a tunnel and
generation multiple bridges. The total length of
system for the construction is approximately
Shuiboxia 4.2 km long, and we ar¢ involved in
Hydropower section C1 of this project.

Station on the
Bailongjiang
River
D&BI and October 2003 June 2009 188.5 near completion  This project is a major national

D&B2 section
of the water
diversion
projects for the
Dahuofang
Water Reserve
in Liaoning
Province

project in China. The total length of
the construction is approximately
234 km. We completed
approximately 14.0 km of the water
diversion tunnel for this project.

(1) “Total contract value” as used here is the subtotal of the value of all the relevant contracts already signed by our Company.

(2)  “Project description” as used here is general in nature and is for reference purposes only. We may have participated only in certain
sections of a project in some cases.

Other Construction Projects

We also participated in the construction of other types of projects, such as electric engineering, airport,
port and municipal construction projects.

We are pursuing opportunities for construction or reconstruction of airports, train stations and ports.

Although we occupy only a small market share in these markets, we expect that these businesses will generate
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substantial profits in the future. Qur major customers in these markels are the transportation divisions of
provinces and cities, administrators of airports and ports, and construction project entities established and
managed by central or local governments. We have designed and/or participated in the construction of over
30 airport projects as well as many ports and train stations, such as the Beijing International Airport Terminal
3, Honggiao and Pudong Airports in Shanghai, Huanghua Airport in Changsha, Meilan Airport in Hainan,
Wenzhou Airport, Jiangbei Airport in Chongging, Qingdao Harbor Project, the new Guangzhou Train Station
and the new Wuhan Train Station. We won the Luban Award for the construction of Wenzhou Airport,
Jiangbei Airport in Chongging and Dayaowan Phase 1 of Dalian Port.

We also participate in real estate construction projects for municipalities. The experience gained from
such projects enhances our competitiveness in this area. The Sinostcel Mansion we constructed was
recognized by the Beijing Municipal Construction Committee as a project meeting leading international
standards. We received Luban Awards for our other projects, such as The Library of the Chinese Academy of
Science in Beijing, the Natural Science Buildings Group of Beijing University and the Headquarters of the
China Construction Bank, or Xinda Finance Tower.

Map below shows the locations of part of the projects currently under construction in the domestic

market:
Dongzhimen Transportation Hub;
Subway lines in Beijing
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P‘ & Passenger Raitway Line

Qingdao - Jinan

Passenger Raitway Line

Tunnel crossing Yeflow River as a parl of China's
South-to-North Water Transfer praject {Zhengzhou, Hanan)
Nanjing Yangize River Turnel;
Subway Linas in Nanfing

Shanghai Maglev

Water Conduit Tunnel Demonsiration Line

for No.2 Jinping

Hydrupuwzlifgﬁg; :; < T Wenzhou — Fujian Railway Line
{Liangzhou, Sichuan) Chengdy — Chongging Puzhou — Nanping Freeway (Fujian)
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Wuhan-Guangzhou
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- Fujian - Xiaman
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Subway lines in Guangzhou

S
¥—» Subway lines in Shenzhen

Guangzhou - Shenzhen ~ Hong Kang
Passengor Raiway Line

Hainan East Circle

Raitway Ling

Overseas Construction Projects

In recent years, we have been the fastest-growing Chinese construction contractor in the overseas
infrastructure construction market in terms of growth of new contract value. We aim to develop our overseas
construction operations diligently. We conduct our overseas operations mainly through our subsidiary,
CCECC, which was established in 1979 and is one of the first Chinese companics to enter into the
international construction market. CCECC was formerly a foreign aid office of the MOR that organized and
implemented the Tanzania-Zambia Railway Project, China’s largest foreign aid project at the time. CCECC
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specializes in railway construction, including construction, design and consultancy, and cooperative labor
arrangements in overseas countries and territories. In 2007, 49 Chinese construction companies were elected
among the Top 225 International Contractors, with CCECC alone ranking 82nd in terms of construction
revenue generated outside of the home country (the PRC) in 2006. We have developed our operations in
overseas markets by leveraging CCECC’s strength and presence in such markets since it was injected into our
Company in February 2004 and by building upon our own design and construction expertise and the expertise
of our other subsidiaries. Over the years, we have gradually established “CRCC” and “CCECC?”, the two
brand names we own, and our reputation in the international construction industry. We have established
31 representative offices, project engineering departments and branch offices, including branch offices in Hong
Kong and Macau and other countries and territories in Asia and Africa, affiliated companies in Oman, Dubai,
Thailand, Saudi Arabia, Nigeria and Botswana, a branch office in Algeria, headquarters for construction
projects in Angola and a construction division for projects in Isracl. The main businesses of these branches and
subsidiaries consist primarily of the provision of construction and survey, design and consultancy services. We
have achieved prominent status in countries and territories such as Hong Kong, Algeria, Nigeria, the United
Arab Emirates, Tanzania and Botswana. We have completed 287 overseas projects, and are currently engaged
to provide construction services for 137 overseas projects located in 27 different countries and territories. We
have participated in many cooperation projects in countries with abundant energy resources, and completed
feasibility research for construction of new railway lines in Angola, Ghana, Benin and Nigeria. Our efforts
have cstablished a solid foundation for our further development in overseas markets.

As a non-U.S. corporation with operations in various parts of the world, we engage in activities in and
with parties from certain countries in which U.S. laws prohibit the engaging in business activitics by
U.S. citizens and other persons subject to U.S. laws, including, in some cases, foreign persons and
corporations. We conduct business in Sudan, a country that is currently, and during the years ¢nded
31 December 2004, 2005 and 2006 has been, subject to sanctions administered by the United States Treasury
Department’s Office of Foreign Assets Control (“OFAC”). No U.S. individuals ¢mployed by us or
U.S. companies with which we conduct business are involved in the supply of our products and services in the
countries subject to OFAC sanctions, and we are not involved in re-exporting goods of U.S. origin to countries
subject to U.S. trade sanctions. We note that any past or future business activities conducted in Sudan could
prevent us from pursuing business opportunities in the United States or obtaining financing from the United
States. In the years ended 31 December 2005 and 2006 and the eleven months ended 30 November 2007,
revenue generated from our construction projects in Sudan was approximately RMB39.9 million,
RMB58.8 million, and RMB70.4 million, representing approximately 0.05%, 0.05% and 0.05% of our revenue
in the same period. We did not generate revenue from projects in Sudan in the year ended 31 December 2004.
Although the relevant regulations are generally applicable only to U.S. persons and certain other persons
subject to U.S. jurisdiction and therefore have a limited effect on us, they may potentially affect our ability to
obtain investments or other financing from U.S. persons.

We will not use any of the proceeds of the Global Offering to fund activities that a U.S. corporation
would be prohibited from undertaking under sanctions administered by OFAC, We, through our Strategic and
Investment Committee of the Board of Directors, will closely oversee the use of proceeds so that they are
utilized according to approved plans which do not involve any projects or plans in OFAC countries.

For the years ended 31 December 2004, 2005 and 2006 and the eleven months ended 30 November
2006 and 2007, our revenue generated from overseas construction projects was RMBI,417.3 million,
RMB2,167.7 million, RMB3,516.6 million, RMB3,221.7 million and RMB4,983.2 million, respectively. As of
31 December 2004, 2005 and 2006 and 30 November 2007, the total amount of our backlog for the overseas
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construction was approximately RMB3,010.0 miilion, RMB9,116.0 million, RMB42,014.0 million and
RMB116,953.7 million, respectively. For the years ended 31 December 2004, 2005 and 2006 and the eleven
months ended 30 November 2007, our new contract value from overseas construction amounted to
approximately RMB3,761.7 million, RMB12,908.9 million, RMB43,615.1 million and RMB89,083.6 million,
respectively.

Overseas Construction Projects

Significant overseas projects completed by our Company include:

Hong Kong West Rail: One of the largest infrastructure construction projects in Hong Kong, the
project was owned by the Kowloon-Canton Railway Corporation (KCRC), which is now a part of
the MTR Corporation Limited. We have participated in the construction of Tuen Mun Station,
Sui Hong Station, Yuen Long Station, Long Ping Station and four sub-sections of the north rail
section. The project was completed in 2003 and the total contract value was approximatcly
HK$4.9 billion;

Construction and maintenance of the Nigeria Railway System: We participated in the
maintenance and construction of the Nigeria Railway System. We also supplied locomotives for
the Nigeria Railway System and provided training programs for local technicians. The project was
completed in 2003 and the total contract value was approximately RMB4.4 billion;

Macau Parliament Building: For this landmark building in Macau with a total construction area of
17,500 m?, we constructed the main structure and undertook the decoration works. The project
was completed in 1999 with a total contract value of 112.4 million patacas;

East Wing of the Venetian Casino in Macau: The East Wing of the Venetian Resort project,
where the casino and mall are located, was completed in 2007. We worked with other parties
jointly as the general contractor on this project. The total contract value of this project was
101 million patacas; and

Tanzania-Zambia Railway Project: The Foreign Aid Office of the MOR, the predecessor of
CCECC, our subsidiary, organized, designed and constructed this project on behalf of the PRC
Government. This project involved the construction of a 860-km railway line, 320 bridges,
22 tunnels, two large locomotive plants, one training center and approximately 376,000 m’ of
buildings. This project was completed in 1975 with a total contract value of RMB988 million,
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Since 2005, we have broken the record of overseas contracting construction contractual value
consecutively: (i) construction of a high-speed railway in Turkey, a joint construction project led by our
Company valued at U.S.$1.27 billion; (ii) a construction project for the central and western sections of the
Algerian East-West Expressway, which is a joint project with the CITIC Group pursuant to a standard
contract valued at U.S.$6.25 billion; and (iii) Nigeria’s Lagos-Kano Railway Modernization Project with a
total investment of U.S.$8.3 billion, which is the largest project ever tendered by a Chinese construction
company in the international market. By 30 November 2007, our new overseas contract value amounted to
RMBR&9,083.6 million. The following table sets forth significant overseas projects in which we were engaged as
of the Latest Practicable Date:

Expected Approximate
Commencement completion Total contract  progress as of
Project name date date value!” 30 November 2007 Project description'?
(U.S.8 million)

Algerian East- March 2007 October 2010 2,243.7 5% We are responsible for the construction
West of the central section of this project,
Expressway which has a combined length of 528 km.
Project....... We won the bid for this project as part

of a consortium with CITIC Group.

Nigeria's Lagos-  February 2007 February 2011 £,300.0 1.5% We currently provide survey, design,
Kano Railway construction and S-year maintenance
Modemization serviges for this multi-track railway
Project....... between Lagos and Kano, which

measures 2,733 km.

Saudi Arabia April 2007 July 2010 523.6 2.5% The first railway project in Saudi Arabia
North-South to be contracted by a Chinese contractor,
Railway Line We are responsible for the section
CTW200 between Bauxte to Nafud, which is
Section ...... approximately 435 km long.

Israel Camel June 2007 September 2009 89.3 7% This tunnel is situated in the center of
Tunnel....... Isracl's Haifa City and measures 9.6 km.

It is the longest tunnel among ali freeway
tunnels currently under construction in
Israel, and we are responsible for the
entire project.

Turkey N/A 28 months after 1,270.0 construction This project is the first high-speed
Ankara — commencement has not railway project obtained by a Chinese
Istanbul commenced enterprise in the overseas construction
Railway market. The railway line is approximately
Reconstruction 157 km long. We are responsible for the
Project....... railway lings between Istanbul and

(n

excluding the contract value belongs to other parties.

(2)

sectlons of a project in some cases.

Ankara,

“Total contract value™ as used here is the subtotal of the value of ali the relevant contracts already signed by our Company,

“Project description™ as used here is general in nature and is for reference purposes only. We may have participated only in certain

In February 2008, we won contracts to participate in the construction of the Libya Seaside Railway

Line and the Libya North-South Railway Line. The t1otal contract value is approximately U.S.$2.6 billion.
The Khoms — Sirt section of the Libya Seaside Railway Line will be the main west-cast railway line of Libya
and serve cargo and passenger transportation. The Alhishe-Sabha section of the Libya North - South Railway
will mainly serve the transportation of iron ores from Sabha area to the northern shore city, Misratah, as well
as to facilitate north-south passenger transportation. Both projects will commence in June 2008 and are
expected to be completed within four years from the date of commencement.
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The map below shows the projects involving our Company which are currently under construction in
overseas markets:
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Qualifications

Currently, we hold a broad range of construction qualifications through 137 of our subsidiaries,
including: (i) special qualifications to conduct general contracting through i8 subsidiaries; (ii) Grade A
qualifications to conduct general contracting through 98 subsidiaries; and (iii}) Grade A qualifications to
conduct specialized contracting through 21 subsidiaries. Our qualifications enable us to undertake 44 different
types of construction projects including, but not limited to, railway, highway, metropolitan railway, water
conservancy and hydropower facility, industrial and civil construction and municipal projects.
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The following table sets forth the number of qualifications we held as of 30 November 2007:

Grade A
Special Grade A qualifications to Qualifications to
qualifications to qualifications to conduct conduct
conduct general conduct general specialized specialized
construction construction construction construction
contracting contracting contracting contractin)g
services services services services!
Railway projects ..................... 17 18
Highway projects. .................... 67
Real estate projects. .................. 2 50
Bridge projects. ............. .. .. ... 83
Tunnel projects ...................... 75
Metropolitan railway projects .......... 174
Water conservancy and hydropower
facility projects .................... 20
Others. .. ..ovvietn e 962 166
Total....... ... ... ... ... .. ..., 19 251 324 17

(1) There is no sub-category for qualifications to provide specialized construction contracting services for metropolitan railways.
(2) Includes 96 Grade A qualifications to conduct general construction contracting services for municipal projects.

(3) Includes 56 Grade A qualifications to conduct specialized construction contracting services for highway foundation projects, 30
Grade A qualifications to conduct specialized construction contracting services for highway surface projects, 13 Grade A
qualifications to conduct specialized construction contracting services for railway track placement and beam erection projects, 8
Grade A qualifications to conduct specialized construction contracting services for railway electrification projects, 18 Grade A
qualifications to conduct specialized construction contracting services railway electrical engineering projects, 21 Grade A
qualifications to conduct specialized construction contracting services for steel structure construction contract and 20 Grade A
qualifications to conduct speciatized construction contracting services for mechanical and electrical equipment installation projects.

Technology, Research and Development

Our key technologies utilized in our construction operations include: (i) technologies used for the
design and construction of plateau railways and passenger railways; (ii) construction and maintenance
technologies for electrified railways; (iii) construction and instalment technologies for maglev track beams;
(iv) design and construction technologics for freeways, (v) technologies for the manufacture of bridge
construction and erection machines; (vi) construction technologies for bridges with high pylons and large
spans; {vii) construction technologies for tunnels in complex geographical conditions; and (viii) design and
construction technologies for large-scale civil buildings and large water conservancy and hydropower facilities.
With our advanced technologies and strong research and development capacities, we have successfully
obtained 87 patents and 67 National Construction Methods in China.

Construction Equipment and Facilities

We own and use a large variety of advanced machinery and equipment to provide construction services
for railway, highway, metropolitan railways, electrified railway and other projects, including the following key
equipment:

&  We own a large number of 900-tonne concrete-box-beam carriers, 900-tonne bridge erecting
machines, 900-tonne girder erccting machines and mobile bridging machines in PRC, which are
crucial to construction of bridges as a part of passenger railway lines;
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e We own the majority of non-ballast track construction equipment specially designed for
construction of passenger railway lines in the PRC, to which we own independent intellectual
property rights;

e  We own a large number of shield tunneling machines, which are essential 1o the construction of
railway and tunnel projects; and

e  We own a large portion of overhead contact line construction equipment in PRC, which is crucial
to the construction of electrified railway projects.

As of 30 November 2007, we own more than 41,000 units of equipment that we used in our
construction business. The following table sets forth details of the major equipment we utilize for our

construction:
Name Number
(unit)

Shield tunneling Machines ... .. ... .. ... i tutiiinne et iiaannae s 31
B e e i 1
Tunneling backhoe loaders .. .......... . i 71
900-tonne concrete-box-beam carriers/900-tonne bridge erecting machines/900-tonne

girder erecting machines/mobile bridging machines .............. ... . ... 41/36/41/138
Hydraulic rock drilling machines .. ....... ... i e 23
ASPhall Pavers .. .. i 69
Heavy rail cars/electrified operating machines/electrified wire barrow/rail cranes ....... 59/117/33/58
Non-ballast track construction equipment specially designed for construction of passenger

TAIlWAY DINeS .. e 42
Hydraulic eXCavators . ... ... ..ttt s 654
Wheeled loaders . .. ... . i s 779

We alse own and operate a number of concrete pre-fabrication plants and steel structure
manufacturing plants for the manufacture of various pre-fabricated components commonly used in our
construction projects, including steel beams, segments of shield tunnels and sleepers.

Business Models, Contract Procedures and Contract Terms
Business Models
The business models adopted in the construction industry in China mainly include:

e Construction contracting, by which the contractor performs the constructions work in accordance
with the construction plan and design supplied by the customers and is generally only responsible
for the construction work. The project owner is generally responsible for the precurement of raw
materials and controls the project timetable.

®  Project management contracting, by which the contractor performs the construction contract in
accordance with the designs and timetable supplied by the designers and project owner. The
contractor generally takes full responsibility for the project while it is allowed to subcontract part
of the project to third parties. During the construction process, the project owner will supervise the
construction work with the assistance of the designers or retain a supervisor to monitor the
progress of the project. Project management contracting is usually adopted by middle- to large-
scale construction enterprises.
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¢ Engineering, procurement and construction, or EPC, by which the contractor undertakes all or
part of the survey, design, procurement, construction and trial operations on a turnkey basis. An
EPC contractor is responsible to the project owner for the quality, time progress and costs of the
construction. EPC is generally the model adopted in the global construction market.

The business models we adopt in our construction operations mainly include construction contracting,
project management contracting and EPC. During the Track Record Period, substantially all of our projects
are contracted based on project management contracting, either in terms of number or contract value of
projects. However, we are leveraging our integrated survey, design and consultancy and construction expertise
to develop the EPC model as our key business model.

Business Procedures and Contract Terms

We have developed a comprehensive set of business procedures for our construction operations, key
points of which are set out as follows:

Evaluation of projects

We establish tendering departments to accommodate our project bidding needs. Members of these
tendering departments include our management and professionat personnel who are familiar with the
technology, proposal, contract terms and budgets related to bidding. After obtaining the information for
bidding and performing an initial assessment of facts including our qualification to undertake the project,
sufficiency of our resources and costs and profitability of the project, the tendering department will make an
initial judgment on whether to proceed. If the tendering department reaches a favorable decision on a project,
they study the bidding documents and relevant criteria and prepare for the bidding. Following a determination
of which projects to pursue, the tendering department evaluates factors such as the natural, economic and
social conditions of the project, project size and location, duration, availability of personnel, equipment
required to undertake the project, the cost and predictable life of such equipment, credit analysis of our
customers, the terms of payment, current backlog, competitive advantages and disadvantages, prior
experience, status of competitors and negotiation with counterparties in order to accurately estimate
construction costs or profits, evaluate bidding risks and develop bidding strategies. This assessment will need to
be reviewed and approved by the relevant internal controls department, consisting of accounting, legal,
financing and auditing personnel, of the subsidiary that will engage in the projects before we proceed.
Generally, the review and approval of assessments of large projects with a contract value exceeding
RMBI billion will be submitted te and reviewed by our senior management and higher level holding
COmpanics,

Submitting pre-qualification materials

Upon determining which projects to pursue and before the negotiation or acceptance of our bid for the
respective projects, we are generally required to complete a pre-qualification process with the relevant project
owner. Project owners generally require us to meet certain qualification requirements before they will
negotiate or accept our bid for a project. The pre-qualification process may require that we submit information
concerning our financial condition, past professional experiences and the availability of our personnel and
equipment before the submission of our bid.
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Bidding

After meeting the pre-qualification requirements for a project, we carry out a detailed study of the
relevant project before submitting a bid. This generally involves a study of the technical and commercial
conditions and requirements of the tender, followed by a site visit. Our tendering departments also invite
quotations from suppliers and subcontractors for various items or activities relating to the tender. Our
tendering departments analyze the information collected to arrive at the cost of items included in our bill of
quantities, which is then marked up accordingly to arrive at the bidding price presented to the customer.

Signing contracts

Our technical and business personnel work in coordination for the negotiation and signing of contracts.
Generally, we enter into standard forms of contracts promulgated by the relevant construction authorities for
particular types of projects. Most of our contracts are awarded and carried out on a fixed-price basis with a
pre-determined timetable for project completion, and our bids are therefore also prepared on this basis. Such
contracts generally commit the contractor to carry out the construction in accordance with the rules of
quantity calculation, the technical standards and the completion requirement as prescribed in the bidding
documents. Some contracts contain escalation or risk-sharing clauses to cover increased raw material costs.

Estimating the costs involved in a fixed-price contract is crucial to our profitability. We carefully
estimate the costs of a project prior to submitting our bid. Our estimates rely on both the project owners’
estimates of required materials and our own experience in estimating project costs. There are a number of
factors that can influence the final project costs as compared to the original bidding price. The most important
of these include site and environmental conditions that differ from those assumed in the original bid,
geographic location of the project, availability and pricing of raw materials, accuracy of the bidding price and
inclement weather conditions.

The measures we take to control projects costs include, subject to the requirement for guaranteed
timetable and standard of quality, the monitoring and allocation of the relevant resources and expenditures
during the course of construction, the strengthening of financial and accounting management to correct any
possible deviation, and the controlling of expenses accrued within the estimated project costs to meet our cost
estimates.

Construction designs and blueprints

Construction designs and blueprints are key parts of EPC contracts, which include executive
summaries of design, interpretation of ground plans and layouts, overall estimated budgets, budgets for
particular construction sections, calculations and relevant design software. Design annotation shall follow the
completion of designs and blueprints and the designer or design department must, after the designs and
blueprints are determined to be in compliance with the requirements of and approved by the project owner and
upon delivery of the construction project designs, give a detailed explanation of relevant design documents as
required by law, The content of the design annotation must include a general introduction te the designs and
an explanation of the designs, special construction requirements, architecture, structure, construction methods
and equipment, possible difficulties and common issues in the process of construction,

Consrruction, measurement and calculation

Construction, measurement and calculation are key to a project. First, a project department is
established. The contractor and owner subsequently conduct on-site confirmations of contrel points and
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inspection surveys. They then arrange the construction organization in accordance with designs and blueprints
and the timetable designated by the owner and build temporary facilities. Finally, the construction is executed
in accordance with designs and blueprints and monthly or quarterly measurements and calculations are
conducted in accordance with the contract. The project depariment compiles completion documents for the
owner’s inspection before acceptance and effects the relevant procedures for completion.

Change orders

During the ordinary course of most projects, the owner, and sometimes the contractor, may initiate
modifications or changes to the original contract to reflect, among other things, changes in specifications or
design, methed or manner of performance, facilitics, equipment, materials, site conditions and period for
completion of the work. The scope and price of such modifications or changes are typically documented in a
“change order” to the original contract and reviewed, approved and paid for in accordance with the normal
change order provisions of the contract. We are often required to perform extra work or change orders as
directed by the customer even if the customer has not agreed in advance to the scope or price of the work to be
performed. See “Risk Factors — Risks relating to our business operations — Actual overall risks or costs of
our contracts may exceed our initial evaluation and lead to cost overruns, resulting in a reduction in revenues,
lower profitability or even losses on such contracts”. Performing additional work or change of order may result
in disputes over the scope of work originally agreed upon by the parties or the price our client is willing to pay
for such additional work. In addition, any delay caused by additional work or change orders may impact the
progress of our project and our ability to meet specific contract milestones dates. However, during the Track
Record Period, we did not experience any incidents relating to cost overruns that had a material adverse effect
on our business, financial condition and results of operations.

Payment terms

Most contracts provide for an advance payment and monthly or periodic progress payments, and
completion of each stage of the project is certified by a site engineer and accepted by the project owner. Our
projects usually require a minimum advance payment from our customers of 10% of the overall contract sum
in accordance with the contract terms for the payment of our raw materials, fuel procurement and labor costs.
To ensure the advanced payment is used in due course, our customers may require us to deposit the advanced
payment in a bank account designated by the project owner. With respect to such requirement, a letter of
credit issued by a bank is generally provided as a substitute.

Most contracts provide for monthly or periodic completion checks and progress payments. At each
stage of a project, the project department submits reports on completed construction to both the supervisory
engineers and the project owner. The project department then settles the progress payment in accordance with
the contract terms and progress reports which have been verified by the owner. In general, the completion of
certain stages of a construction are inspected and certificd by independent third parties, such as supervisory
engineers. We carefully monitor costs throughout the life of a project to protect ourselves against or minimize
significant cost overruns.

A substantial amount of our revenue is generated from infrastructure construction projects. We issue
our invoices to our domestic customers in accordance with terms specified in the contracts governing the
relevant transactions, which generally require payment within one to 30 days after the receipt of an invoice
that complies with the relevant laws. To ensure the timely collection of our account receivables and to
minimize and avoid the incurrence of bad debts, we have implemented management measures and established
collection responsibility and investigation systems to reduce our account receivables. The payment terms for

152




BUSINESS

our overseas projects are similar to those of our domestic projects. We may grant different credit terms to
clients based on their credit qualifications. In order to attain a better recovery rate for our trade and bill
receivables generated from the overseas market, we require prepayments from time to time from overseas
clients before we commence construction on projects, We have also adopted a series of policies and internal
controls consistent with those for our domestic collections to monitor the collection of overdue construction
payments from overseas clients.

Our accounts reccivable management team may consist of different internal departments, including
financial, management, engineering, legal and supervision departments, to investigate, monitor, manage and
collect our accounts receivable. Through timely confirmation and prompt recognition of the amount for
account receivables, stringent collection and loss management measures to reduce the amount of our account
receivables, we are able to efficiently enhance our turnover of capital and increase the efficiency of capital
utilization. For sales of products and provision of services, a credit period typically ranging from three to six
months may be granted to major or long-term customers with good payment histories. Payment from small,
new or short-term customers are usually settled shortly after the provision of services or delivery of goods.

During the ordinary course of some of our projects, we may encounter unexpected or unforeseen site
conditions which could cause us to incur costs beyond our original estimates. We typically add such extra
costs, or project claims, to the overall contract sum and include them as part of the total revenue from our
constriction operations.

Project bonds

We are generally required under contract to provide the project owner with various bonds throughout
the term of the project. When bidding for a project, a bid bond (in the form of a letter of credit, a confirmed
check, a money order or cash) is usually required to be delivered with the bid. The bid bond is generally for a
fixed amount, or a percentage of the bid price. 1f we are awarded the project but subsequently elect not to
enter into the contract, the project owner can call on the bid bond.

After a successful bid and upon the signing of a contract, the bid bond is returned to us and a
performance bond is procured by us and delivered to the project owner. The performance bond is provided in
accordance with the requirements specified in the bidding documents or determined by the project owner after
the bidding, in the form and amount of cash, performance undertakings or the letter of credit. The
performance bonds must represent an amount sufficient to provide us with incentive to perform our contract
obligations and is traditionally in an amount equal to 10% of the contract sum presented for payment by the
project owner to the relevant issuing bank or finance company if we default. The performance bond is returned
to us after the completion certificate is issued and the project owner confirms completion of the contract.

Upon completion of the project, the customer usually withholds an amount equal to 3% of the contract
sum as quality bonds. At times, the customer may be willing to accept maintenance bonds from us in lieu of
the whole or part of the quality bonds. The maintenance bond will be held by the customer for the duration of
the maintenance period, which usually lasts for 24 months after the issuance of the completion certificate.

Consistent with what we believe to be customary practice, we typically provide performance bonds and
quality bonds in the amount mentioned above and in the form of letters of guarantee issued by commercial
banks. As of 31 December 2004, 2005 and 2006 and 30 November 2007, the project bonds we had amounted
to approximately RMB1,774.9 million, RMB1,908.5 million, RMB2,601.5 million and RMB2,883.6 million.

153



BUSINESS

Liquidated damages

Pursuant to our contracts, if a project is delayed through no fault of ours, such as delay caused by
inclement weather, technical issues or unexpected complex geographic conditions, we are usually granted an
extension equal to such delay. However, if the delay is due to our fault, we are usually required to pay
liquidated damages, typically at an agreed rate per day and up to 2 maximum of 10% of the contract sum. In
the case of a delay due to our fault or defective work, the customer may also have the right to appoint a third
party to complete the work, and to deduct the additional costs or charges incurred for completion of the work
from the contract sum. We implemented a series of project management regulations applicable to each stage
of a construction project according to the nature and characteristics of a specific project and the actual needs
of the construction, including project implementation, labor management, raw materials procurement and
monitoring, quality control to ensure a project could be completed according to the contract terms, particularly
with respect to time and scope of work. We have also adopted a strict award and penalty scheme that is
applied to our employees as well as subcontractors to ensure that they strictly comply with our project
management regulations. We also implement routine and non-routine goal management, responsibility
management and on-site inspections to ensure that our employees and subcontractors comply with our project
management regulations. In the Track Record Period, we did not experience any material incidents that
resulted in material damage to our business. In circumstances where clients modify the agreed scope of work
of a project during the construction phase due to a change in design or correction of design errors, we will
negotiate adjustments in payment or construction timetables with our customers in accordance with the
change in scope of work.

Maintenance

Generally, our contracts provide for a contractual maintenance period of 12 months after the
completion of inspection before acceptance and commencing from the date of issuance of the completion
certificate for the project. In accordance with the terms of the contract, we are liable for any defects in our
work during this maintenance period. However, the period between our completion date and the date on which
the project owner completes inspection before completion can be relatively long for certain construction
projects. In such cases, we do not assume any responsibility for any defects caused by natural forces.

Project implementation

QOur construction units are responsible for carrying out all project activities, The construction units
typically prepare and implement a detailed plan and operation manual for the project in accordance with the
construction guidelines of our Company and subject to approval of our general engineer and the project owner.
The detailed plan and operation manual generally include: (i) a work schedule in line with work conditions
and payment schedule; (ii) labor deployment in line with the required skill levels and the estimated number of
workers for each type of work; and (iii) programs detailing the work planned for cach phase of the project.

The implementation process includes devising a detailed construction plan, procuring materials,
delegating work to subcontractors, coordinating with project owners or their consultants, coordinating with our
subcontractors and suppliers, and taking charge of the overall management of these works.

We will continue to enhance the management of project implementation in terms of organizational
structure, management methods and on-site management measures. We will also continue to refine our
management procedures, optimize management details and implement meticulous management mechanisms.
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Subcontractors and Joint Ventures

In any given project, we act as the turnkey contractor, a member of a consortium, joint venture partner,
or a subcontractor depending upon the requirements of the project and the terms of the awarded contract. In
the domestic market, we generally submit tenders for projects on our own to act as the turnkey contractor
rather than as part of a joint venture or consortium, because as an integrated construction company, we are
able to execute such projects with our own resources. On the international front, we submit tenders for
overseas projects both on an individual basis and as a member of a joint venture or a consortium. Where we
act as a member of a consortium or joint venture, we share the scope of work and responsibilities with the
other consortium members or joint venture partners as defined in the consortium or joint venture agreement,
respectively. We normally bear joint and several liabilities to the customer with other members of the
consortium or joint venture, as provided for in the consortium or joint venture agreement. We generally
undertake construction projects as an independent contractor. In most of our joint construction projects, we
enter into a consortium with other parties and decide each party’s share of interest through negotiations based
on the underlying agreement. Parties will share the revenue according to the share of interests and be jointly
liable for the quality of the construction projects.

We act as the turnkey contractor in most projects. When neccessary, we subcontract within our
Company, employ temporary workers or outsource to independent third-party subcontractors to provide
certain services that we are unable to or do not generally provide, or if we require additional labor as a result of
manpower shortages or where we are required to accelerate the rate of work on a project. In the year ended
31 December 2004, 2005 and 2006 and the eleven months ended 30 November 2006 and 2007, our
subcontracting costs amounted to RMB8,612.8 million, RMB8,852.7 million, RMB10,707.8 million,
RMB9,539.3 million and RMB10,258.7 million, representing 10.8%, 8.6%, 7.4%, 7.4% and 7.5% of our total
cost of sales, respectively. Terms of the master contract are reflected in our contracts with subcontractors. We
and our subcontractors are jointly liable with regard to work safety on a subcontract. In selecting independent
third-party subcontractors, we consider factors such as previous cooperation experience and our evaluation of
their performance. We require the same standards of work to be performed by subcontractors as we would
expect of work done by our own subsidiaries. We have adopted a stringent testing and recognition mechanism
to test and review the qualifications of those subcontractors we consider for retention. In order to ensure the
quality of the subcontractor, we observe measures including the implementation of stringent evaluations to
monitor quality, performance and credit history of each subcontractor and apply our quality control
requirements to monitor and supervise subcontractor through construction. In addition, pursuant to either our
contracts or applicable laws, we are ultimately liable to project owners for the entire construction project and,
as such, we maintain close supervision over our subcontractors’ performance to ensure high-quality work, We
maintain a list of preferred subcontractors that is regularly reviewed and updated. We also maintain long and
close relationships with reliable subcontractors through training programs and technical cooperation
arrangements.

Seasonality

Our construction business is subject to seasonality, mainly due to the vast territory of China and the
different climate conditions of various regions in which we operate. We typically record higher revenues
between July and December relative to revenues recorded between January and June. We attribute this
seasonality to the effect that the winter months (generally from January to March) have on our construction
operations in the northern part of China as well as the effect of the Chinese New Year during which some of
our projects and construction are halted. We anticipate that, as we improve our technology and equipment, we
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may gradually overcome seasonality in our business operations. Nevertheless, we may still experience cost
increases or delays in progress when conducting our business operations during particular seasons.

Raw Materials and Suppliers

We adopt three different methods of procurement for our construction operations, namely,
procurement by owner, procurement controlled by owner and procurement by contractor, in accordance with
different provisions under our construction contracts. The raw materials we use for infrastructure construction
include steel, cement, explosives, waterproofing materials, admixtures and track materials.

In general, certain raw materials such as steel, explosives, wood and cement are purchased by the
project owners. Under the procurement by owner method, we compile a list for the main raw materials
required for our construction and then submit the list to the owner. After the owner confirms such list, the
owner becomes responsible for the purchase of raw materials.

Procurement controlled by the owner means that the owner will first supervise the contractor in the
organization of the bidding and determination of the raw materials supplier, then the contractor will negotiate
business terms and enter into a purchase agreement with the suppliers designated by the owner.

Most of our contracts are fixed-price contracts under which we are responsible for procuring raw
materials. The procurement costs consist of part of our construction costs and the owner will not refund the
payments already made for raw material procurement.

Currently, our purchases are made through decentralized procurement, whereby each procurement
department of our construction subsidiaries is independently responsible for calculation and procurement of
the raw materials required for projecis undertaken by the respective subsidiaries. However, in recent years, we
have been promoting centralized procurement. Centralized procurement may lower our procurement costs,
ensure consistent quality of raw materials and increase our rate of return. We expect to increase our
centralized procurement of raw materials significantly.

By entering into long-term purchase agreements or strategic alliances with our suppliers, we believe
that we have maintained stable relationships with our main suppliers of raw materials, enabling us to secure
reliable supplies of raw materials used in infrastructure construction. We manage the fluctuation of raw
material costs through our stable relationships with our suppliers. We also believe that the raw materials we
purchase are fungible commodities. In addition, we conduct logistics and materials supply businesses and
therefore anticipate that it will not be difficult to procure sufficient raw materials. However, we may still be
subject to risks of price fluctuation of raw materials. See “Risk Factors — Risks relating to our business
operations — We may be unable to continue to procure an adequate supply of raw materials and encrgy
supplies at acceptable prices and quality in a timely manner”,

Electricity and fuel are the main types of energy we use. We obtain water supplies from local sources
depending on the location of our projects. During recent years, we have not encountered any significant
shortages of clectricity, fuel or water supply.

For the years ended 31 December 2004, 2005 and 2006 and the eleven months ended 30 November
2007, approximately 0.51%, 0.61%, 0.38%, and 0.38% respectively, of our cost of sales of our Company as well
as of our construction business, was attributable to purchases from our largest supplier. For the same periods,
approximaiely 1.11%, 0.99%, 0.73%, and 1.45%, respectively, of our cost of sales of our construction business
was attributable to purchases from our five largest suppliers which are all state-owned enterprises.
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All of the above five largest suppliers are independent third parties. None of the Dircctors or
Supervisors, their respective associates or any shareholders of our Company holding more than 5% of our
issued capital, to the knowledge of our Directors, held any interest in any of the above five largest suppliers as
of the Latest Practicable Date.

Marketing and Customer Relationships

Our largest customers of our domestic construction operations are primarily business entities, such as
project companies, set up and managed by central and local governments. The largest customers of our
overseas construction operations are primarily governmental and semi-official entities.

Infrastructure projects usually adopt the open bidding process, inviting the participation of qualified
construction companies. After obtaining the relevant information for projects and conducting the evaluation
process, our Company and our subsidiaries will, either separately or collaboratively through consortiums or our
joint ventures, participate in the bidding.

With our integrated capacity and reputation, we maintain close relationships with our customers. We
work closely with professional institutions and consulting companies to obtain significant project information
and potential business opportunities. We also designate specific personnel to observe public bidding
announcements of significant construction projects.

For the years ended 31 December 2004, 2005 and 2006 and the cleven months ended 30 November
2007, approximately 1.6%, 2.7%, 3.0%, and 3.6%, respectively, of our revenue from our construction business
was generated from sales made to our largest customer for our construction business. Our five largest
customers for our Company are all state-owned enterprises and are also our five largest customers for our
construction business. For the same periods, approximately 4.6%, 7.5%, 10.2%, and 12.8%, respectively, of our
reveniue from our construction business was generated from sales made to our five largest customers for our
construction business.

All of our five largest customers are independent third parties. None of the Directors or Supervisors,
their respective associates or any shareholders of our Company holding more than 5% of our issued capital, to
the knowledge of our Directors, held any interest in any of the above five largest customers as of the Latest
Practicable Date.

Industry Trend and Our Competitive Position

Our own strengths, as well as market factors, have an impact on the opportunities for us to undertake
major infrastructure construction projects. Our strengths include our industry experience qualifications,
capital, financing resources, level of technotogy and technical expertise, equipment, quality of manpower and
brand name. Market factors include government policies, regulatory environments, economic development
and price levels. We believe that, by leveraging our strong capacity, advanced equipment and technologies, as
well as our outstanding management, design and construction team, we are well-positioned to compete in the
domestic market and certain overseas markets.

Domestic Market

The PRC construction industry, except railway construction, is generally fragmented. Industry
participants primarily include state-owned enterprises, international construction companies and a small
number of private enterprises. The industry is currently experiencing a trend towards consolidation whereby
smaller enterprises are acquired by larger companies. We believe that the trend will eventually lead to
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participation by only a small number of large construction enterprise groups in large-scale infrastructure
constructions projects, and we believe we will be one of the primary participants for such projects. Meanwhile,
certain foreign construction companies have expanded their businesses in China through joint ventures or
foreign investments. However, due to regulations restricting the participation of foreign construction
companies, competition posed by international market participants is not yet significant. We believe that our
Company is in a favorable competitive position.

Qur primary competitors in the domestic market include large construction enterprises with whom we
share similarities in terms of capital resources, technological abilities, employee qualifications and brand
names, such as China State Construction Engineering Corporation, China Railway Engineering Corporation
and China Communications Construction Company Limited.

The business model of the construction industry has evolved from the construction contracting model
to the project management contracting and EPC models, and the tendency towards splitting major
construction projects into distinct phases to be worked on by different contractors has noticeably decreased. A
single contractor may now be required to undertake all of the design and construction work up until the
delivery or transfer of the project. Given the trend away from segmenting the work on construction projects
and the preference to hire fewer contractors to perform larger portions of the work on major construction
projects, competition among construction companies will continue to intensify. The competition among
market participants in China is increasingly focusing on professionals and construction technology employed
by construction enterprises as well as the capacity to provide clients with comprehensive services, including
survey, design and consultancy.

With the rapid development of China’s economy and accelerated urbanization, we believe there will be
an increasing demand for infrastructure construction, particularly of railways and highways. Relying on the
advantages we have in terms of business scale, technology and experience, and in particular our ability to
operate extra large and complicated projects, we believe that we will be able to maintain our current leading
position in China’s construction market and achieve sustainable development.

Overseas Market

In 2006, our turnover from our overseas construction business and new contract value increased by
62.2% and 237.9%, respectively, from 2005. PRC companies are now invited to participate in construction
projects in more foreign countries and territories than in the past. As a result of the PRC Government’s “going
out” strategy encouraging domestic Chinese contractors to take part in overseas construction projects, an
increasing-numbcr of PRC construction companies with whom we share similar levels of technical expertise
and consiruction experiences are entering into the international construction market. Consequently, we face
intense competition not only from foreign but also from large Chinese construction contractors when

contending for the leading position in overseas markets.

Currently, large-scale contractors in Europe, the U.S. and Japan may have an advantage with respect
to technologies, patents, financing resources and management expertise. The capacity to deliver
comprehensive construction services, including survey, design and consultancy services to customers and the
ability to implement modern management for maximum profit is vital to remain competitive in the
international construction markets. We will continue to improve our competitive edge through our attractive
labor costs and prices and our ability to provide large track maintenance machinery and advanced
technologies. With the increase in division of expertise and project responsibilities promoting cooperation
ameng companies in the construction sector, we intend to compete with other competitors by continuing our
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collaboration with foreign companies possessing stronger management expertise or by forming consortiums
with local contractors in foreign countries.

The construction industry is becoming increasingly highly regulated following certain administrative
measures progressively promulgated by the PRC Government. In addition, the PRC Government is
encouraging PRC companies to undertake overseas contracting projects and has recently commitied to
contributing more to the infrastructure development in Africa. We believe these policies will further improve
and increase overseas opportunities for Chinese contractors. These measures have enhanced the competitive
strength of overseas Chinese contractors, including our Company. Under such policies and with our continued
development and strengths, we believe we can strengthen our position and increase our market share in the
international arena.

SURVEY, DESIGN AND CONSULTANCY OPERATIONS
Overview

Survey, design and consultancy operations are one of our main businesses. As of 30 November 2007,
we owned four Grade Al (B—#%) railway construction design and rescarch institutes out of only seven in
China, namely, the China Railway First Survey and Design Institute, China Railway Fourth Survey and
Design Institute, China Railway Fifth Survey and Design Institute and China Railway Shanghai Design
Institute Group Co., Ltd. Qur operations include the provision of survey, design and consultancy services for
civil engineering and transportation infrastructure projects, including the construction of railways, bridges,
tunnels, metropolitan railways, highways, municipal works, industrial and civil buildings, airports and ports.
We provide services for the management, research and development of new technology and new equipment. In
recent years, we have also increased our services for electrical power supply and telecommunications networks.
These services are provided throughout China as well as to a number of foreign countries and regions. As of
30 November 2007, we held 61 government-issued certificates for construction surveying, design and
consultancy, engineering surveying, geological hazards prevention e¢valuation, designing supported by
intelligent design software, and environmental impact assessment and surveying, and have assisted the MOR
in setting over 40 industry standards relating to railway design, quality inspection and other project-specific
standards currently in effect in China through our railway survey and design institutes. We possess
comprehensive technologies for the survey and design of railways, including those situated on high plateaus
and in mountainous regions, permafrost zones and deserts, as well as sophisticated technologies for electrified
railway lines, passenger railway lines, underwater construction, long tunnels, wireless train dispatching and
scheduling systems and large interchange traffic construction. Qur survey and design technologies are among
the most advanced in China and are considered advanced by international standards.

Our survey, design and consultancy business and our construction business are closely connected,
especially in the railway construction sector, where most of the major customers of the survey, design and
consultancy operations are also major customers of our construction operations. We will continue to integrate
these two businesses in order to more efficiently allocate resources in our construction projects, improve our
control over the progress and quality of projects, increase our profit margin through increased productivity and
lower project costs. Through our research institutes, we assisted the MOR in setting many of the existing
railway industry standards in China. As of 30 November 2007, we have provided survey and design services to
117 key projects at the national or provincial levels.

Revenue generated by our survey, design and consultancy operations before inter-segment elimination
in the years ended 31 December 2004, 2005 and 2006 and the eleven months ended 30 November 2006 and
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2007 was RMB2,345.6 million, RMB2,909.3 million, RMB3,348.5 million, RMB2,995.8 million and
RMB2,748.7 million, respectively, representing 2.7%, 2.6%, 2.2%, 2.2% and 1.9%, respectively, of our total
revenue before elimination of inter-segment sales during those years.

The following table sets forth the sales revenue, percentage of total sales revenue and percentage and
new contract value, represented by our survey, design and consultancy operations in the years ended
31 December 2004, 2005 and 2006 and the eleven months ended 30 November 2006 and 2007:

Year Ended 31 December Eleven months ended 30 November
2004 2005 2006 2006 2007
RMB RMB RMB RMB RMB
(million) %  (million) % (million) % (million) %  (millicn) %
Salesrevenue.................... 2,3456 27 29093 26 33485 22 29958 22 27487 1.9
New contract value . . ............. 24797 L7 27433 14 30733 15 N/A 29476 13

Railway Survey, Design and Consultancy Business

Over 80% of the total revenue from our survey, design and consultancy business is derived from railway
construction projects. As of the Latest Practicable Date, we occupied over 50% of the market share for survey,
design and consultancy services for railway construction projects in China. As of 30 November 2007, our
design institutes have accomplished 117 key construction projects at the national or provincial levels. We have
been responsible for the survey, design and consultancy of approximately 45,569 km of railway lines,
accounting for a large portion of the total domestic railway construction projects since 1949, The landmark
projects we have completed inciude:

*  all of Phase | and Phase 11 of the Qinghai-Tibet Railway Line, the highest plateau railway in the
world;

o the Beijing-Kowloon Railway Line, which has received the largest amount of investment at the
time for any railway project in China and is China’s largest and longest railway line constructed in
a single phase;

e the Zhengzhou Hub, the largest railway hub in Asia;
&  the Dayaoshan Railway Tunnel, the longest electrified twin-track railway tunnel in China; and

*  the Guangzhou-Shenzhen Quasi High-Speed Railway Line, the first quasi high-speed railway in
China.

As of the Latest Practicable Date, we had provided survey and design services for approximately 70%
of the existing passenger railways in China with speeds of over 300 km/h, including the Wuhan-Guangzhou
Railway Line, currently the longest passenger railway line in China, We provide survey and design services for
12 of the 17 passenger railways currently under construction in China, which have an aggregate length of
3,448.1 km and comprise 63.3% of the total length of the 17 railway lines. Of these 17 passenger railways, we
were given sole responsibility for the design of seven.

We have been analyzing both domestic and international railway construction markets in depth, and
have devoted significant resources to the research of railway repairs in times of war or military conflict, the
design and construction of railways on plateaus and in areas prone to sandstorms, soft soil railway construction,
large-scale mountain railway tunnel construction, the design and construction of cross-river and cross-sea
railway bridges or underwater tunnels, subway construction, bridge design and construction, non-ballast tracks,
and “four-electrification” equipped projects for passenger railways. We have also developed industry-leading
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technologies, equipment and construction methods. The following table sets out the major landmark projects

undertaken by us in our railway survey, design and consultancy business in recent years:

Completion/ Approximate
Commencement Expected Total contract progress as of
Name date completion date value" 30 November 2007 Project description'?
{RMB million)

Qinghai-Tibet May 2001 July 2006 1,0159 Phase 11 completed in  The Qinghai-Tibet Railway Line
Railway Line (Phase II) (Phase II) {Phase II) July 2006 is the world’s longest, highest, and
(Phase I and highly technolegically
Phase I1) .... sophisticated platean railway. We

surveyed and designed this entire
construction project.

Beijing-Shanghai August 1998 2009 N/A 80% This passenger railway line will
High-Speed connect Beijing and Shanghai.
Railway Line The designed speed of this project

is 300km/h. We provided design
services for a 640 km long section
which connects Xuzhou and
Shanghai.

Ji’an-Dingnan May 1993 July 1997 122.9 completed in July The Beijing-Kowloon Railway
Section of the 1999 Line is China’s largest and longest
Beijing- railway line constructed in a
Kowloon single phase. We were awarded
Railway Line the Gold Prize for National

Design Excellence in recognition
of the survey and design services
we provided for the Fuyang-
Shenzhen section of the Beijing-
Kowloon Railway.

Wulongquan- July 2005 July 2010 1,306.0 95% This project is the longest line
Shaoguan among all passenger railways
section of the currently under construction in
Wuhan- China. The length of the main
Guangzhou line is approximately 968.4 km.
Passenger The maximum speed designed for
Railway Line this railway is 350 km/h. We

provided design and survey
services for the Wuhan-Huadu
section of the project.

Guangzhou- August 1992 March 2000 427 completed in March  This project is approximately
Shenzhen 2000 147.2 km long and is the first
Quasi High- quasi high-speed railway in China.

Speed Railway
Line.........

In 2000, we were awarded the
Gold Prize for National Design
Excellence in recognition of the
design and survey services for the
entire project.

(1)  *Total contract value” as used here is the subtotal of the value of all the relevant contracts already signed by our Company.

{2)  “Project description” as used here is general in nature and is for reference purposes only. We may have participated only in certain

sections of a project in some cases.

Other Survey, Design and Consultancy Business

In addition to the railway sector, in recent years, we have also engaged in activities such as the design

of highways, bridges, tunnels, municipal projects and metropolitan railways. In addition, we have conducted
technology research and development in 13 municipalities and cities, such as Beijing, Shanghai, Xi'an,
Shenzhen, Nanjing, Guangzhou, Harbin, Chengdu and Chongging, to design subway systems and structural
technologies, design and construct large-scale structures and railway stations, and to conduct survey and
inspections. We were awarded the copper medal for the National Excellent Project Design in 2000 for our
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design services relating to the construction of the highway serving the Three-Gorges Hydropower Station on
the Yangtze River. We were also awarded silver medals for the National Excellent Project Survey in the years
1996 and 2000 for the provision of survey services for the Tianjin New Harbor and 108 National Freeway
construction projects, respectively.

The following table sets forth a select list of landmark projects undertaken by us in our other survey,
design and consultancy business in recent years:

Completion date/ Approximate
Commencement Expected Total contract progress as of
Name date completion date value!" 30 November 2007 Project description?
(RMB million)

Wuhan Yangtze April 2005 April 2010 300 95% This tunnel has a total length of

River Tunnel approximately 3,295 m, with over
1,300 m lying under the riverbed. It
is located between the Wuhan
Yangtze River and No.2 Wuhan
Yangtze River and is a two-way,
four-lane tunnel, We were
responsible for this entire project.

Nanjing Yangtze March 2005 December 2008 71.6 80% This tunnel is part of an expressway
River Tunnel connecting Pukou district and the

westbank district of Nanjing City.
We undertook this entire project.

Shanghai July 1597 December 2000 56.0 completed in This is the first elevated metropolitan
Metropolitan December 2000 railway line in China and has a total
Railway, No. 3 length of 25 km. It has 21.5 km of
Line (Phase I} elevated lines and 3.5 km of

grounded lines. We were the general
designer of this project.

Beijing Subway, May 2003 December 2009 77.5 near completion We have independently designed
No. 10 Line eight sections of the No.10 line
(Phase I and subway in Beijing which is an
Phase M) .... integrated part of the transportation

system for the Beijing 2008 Olympic
Games.

{1)  “Total contract value” as used here is the subtotal of the value of all the relevant contracts already signed by our Company.

(2)  “Project description” as used here is general in nature and is for reference purposes only. We may have participated only in certain
sections of a project in some cascs.

Qualifications

As of the Latest Practicable Date, we held 61 government-issued certificates which is evidence of our
qualifications for construction surveying, construction design, construction assessment, design and
consultancy, engineering surveying, geological hazards prevention evaluation, designing supported by
intelligent design software, and environmental impact assessment and surveying. We make strong efforts, with
respect to quality control, environmental protection and safety to ensure our compliance with the requirements
for the certificates we hold and centinue our research and development of technology to maintain our
certificates and relevant qualifications. Our Directors believe that, to their knowledge, there are no
impediments for us to maintain or renew our certificates and qualification. In addition, the China Railway
First Survey and Design Institute and the China Railway Fourth Survey and Design Institute are fellow
members of the International Federation of Consulting Engineers, or FIDIC,
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Awards

We possess comprehensive technologies for the survey and design of railways, including those situated
on high plateaus and in mountainous regions, permafrost zones and deserts, as well as sophisticated
technologies for electrified railway lines, passenger railway lines, underwater construction, long tunnels,
wireless train dispatching and scheduling systems and large interchange traffic construction. Our survey and
design technologies are among the most advanced in China and are considered advanced by international
standards. Since 1982 to date, we have received 60 national “Four Excellence” Design Awards and 373
provincial “Four Excellence” Design Awards, including:

e  “The First Prize of National Science and Technology Progress” in 2004, “Gold Prize for National
Geological Survey” in 2005 and “Gold Prize for National Excellent Projects” in 2006 for our
design work on the Qinling Tunnel of Xi'an-Ankang Railway Line;

e “Special Prize for the Advancement of Science and Technology of China” in 1992 for the
Dayaoshan railway tunnel;

e “Special Prize for the Advancement of Science and Technology of China” in 1987 for sand-
controlling construction of the Baotou-Lanzhou Railway project,

®  “Gold Prize for National Design Excellence” in 1993, the highest award for national design
excellence, received for the Xuzhou Interchange Terminal Extension and related constructions;

®  “Gold Prize for National Design Excellence”” in 1999 for general design work for the Beijing-
Jiulong Railway Line; and

®  “Gold Prize for National Design Excellence” in 2000 for design work for the Guangzhou-
Shenzhen Quasi High-Speed Railway Line.

The awards we received are generally reviewed and granted annually or every two years. The awards
granted 1o us also support our well-established brand name.
Technology, Research and Development

As of 30 November 2007, we had one academic from the Chinese Academy of Engineering and
2,116 senior survey and design engineers, all of whom possess strong design, research and development
capabilities and the capacity to conduct research and development of new construction technologies and
equipment according to the needs of our customers,

The core competencies of our primary research institute are as follows:

®  China Railway First Survey and Design Institute: design of large-scale mountain railway tunnels,
as well as plateau and desert railways;

e  China Railway Fourth Survey and Design Institute: design of railways on soft soils and other
special terrains, as well as the design of cross-river and cross-sea tunnels and special bridges. It has
recently been exploring the provision of design and consultancy services for the construction of
highways, metropolitan railways, inter-city passenger lines and municipal projects;

¢  China Railway Shanghai Design Institute Group Co., Litd.: design of metropolitan railways;
®  China Railway Fifth Survey and Design Institute: research, development and production of

equipment, construction machinery, tools and related technologies for railway and metropolitan
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railway construction projects and the research and development of other mobile machinery for
bridge construction; and

®  Beijing China Railway Construction Electrification Design and Research Institute: research and
design of electrification of mainline railway, power system of metropolitan railway and the high
and low voltage power distribution lines and transformer and distribution stations and related
technologies.

We believe thal our design teams’ constant technological improvements and innovative activities in
various projects will enable us to integrate our survey, design and consultancy operations with our other
business operations, thereby allowing us to provide our customers with optimized services.

Customers

Major customers of our survey, design and consultancy operations include government agencies and
business entities set up and managed by central and local governments, such as construction project
companies. We generally grant our customers with good payment histories a credit period ranging from one
month to three months with respect to our survey, design and consultancy services. We usually require the
settlement of accounts for small, new or short-term customers within one month after the provision of our
services in addition to the milestone payment they are required to pay.

Industry Trend and Competition

We are highly competitive in the survey, design and consultancy industry and we own five first-tier
construction design and research institutes in China. In 2007, we were ranked 69th ocut of the Top Giobal
Design Firms in terms of revenue for design services performed during 2006. In 2006, China Railway First
Survey and Design Institute was ranked the first among Chinese construction survey, design and consultancy
enterprises in terms of project management and operation revenue in an evaluation jointly organized by China
Exploration and Design Association and China National Consulting Association. In 2005, the China Railway
Fourth Survey and Design Institute alone was ranked tenth in an evaluation organized by the Ministry of
Construction of the top 100 survey and design companies in China in terms of revenue. In addition, China
Railway First Survey and Design Institute and the China Railway Fourth Survey and Design Institute are
fellow members of the International Federation of Consulting Engineers, or FIDIC, and were listed among the
Top One Hundred Chinese Survey and Design Enterprises for eight consecutive years.

Notwithstanding, our Company actively competes with various other integrated construction
companies in the survey, design and consultancy business in the domestic market, such as other companies
that own survey and design institutes and several design institutes at the provincial level. However, because of
the high entry-barrier to the railway survey, design and consultancy business, the competition is currently
limited to two dominant enterprises, including our Company, and this situation has remained unchanged for
the past few years. We will rely on our strong capacities to maintain our leading position and a continued
growth in this market.

We believe that there is an industry trend towards the coordination between our survey, design and
consultancy business and our construction business, which will result in more comprehensive and integrated
services. We will utilize the expertise and resources within our various businesses to improve our research and
development capabilities and upgrade our proprietary technologies by leveraging our extensive experience and
market-leading technologies, thereby maximizing our profit.
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MANUFACTURING OPERATIONS
Overview

We are the largest manufacturer of large track maintenance machinery in China and Asia, occupying
more than 80% of the domestic market share for large track maintenance machinery. We are also the second
largest manufacturer of large track maintenance machinery in the world in terms of annual production volume,
after Plasser & Theurer Company, Austria, or P&T Austria. Our large track maintenance machineries are
modern facilities essential to the operation and maintenance of China’s railway network. We design, research,
develop, manufacture and maintain large track maintenance machinery, as well as maintenance and
construction components through our two subsidiaries, namely Kunming Zhong-Tie, and CRRS.

Kunming Zhong-Tie was established in 1954. In 1989, the MOR issued guidelines providing that
China should rely on both domestic and foreign technologies to develop large track maintenance machinery,
emphasizing, however, the role of domestic technology. Over the years, we have established ourselves in
China’s large railway maintenance machinery industry through Kunming Zhong-Tie. Currently, we produce
large, medium and smalt equipment and supplementary equipment including ballast cleaning and tamping
machinery. All of our machinery has been developed through technology transfer, joint-development and
independent development.

CRRS, a newly-established technology-intensive company, focuses on the manufacture of railway
switches and rail fasteners for high-speed railways and is expected to commence production in February 2008.
As of the Latest Practicable Date, CRRS was appointed by the MOR as one of only two designated
manufacturers of high-speed railway switches and has obtained a new contract from the MOR for its railway
switches with a contract value of RMB760.0 million at the end of 2007. We expect that the manufacture of
high-speed railway track components will become a substantial part of our manufacturing operations.

In the years ended 31 December 2004, 2005 and 2006 and the eleven months ended 30 November
2006 and 2007, revenue generated from our manufacturing operations before inter-segment elimination was
approximately RMBI1,362.5 million, RMB1,388.3 million, RMBI1,355.2 million, RMB1,237.4 million and
RMB1,633.8 million, respectively, representing 1.6%, 1.2%, 0.9%, 0.9% and 1.1%, respectively, of our total
revenue before inter-segment elimination.

Products

As of 30 November 2007, we had manufactured 603 pieces of large and medium track maintenance
machinery and equipment, of which 587 consisted of four main machine types: ballast cleaning machines,
tamping machines, stabilizing machines and ballast distributing machines. Our large track maintenance
machineries, used by 18 railway bureaus for 17 large railway sections in China, represent more than 80% of the
large track maintenance machineries currently in service.

We independently develop and manufacture the following types of large track maintenance machinery:
tamping machines, continuous tamping machines, track switch tamping machines, full section track bed
ballast processors, switch grinding machines, dynamic stabilizers, ballast distributing and trimming machines,
turnout laying and changing machines and bulk material automatic loading machines. We developed our
WD-320 Dynamic Track Stabilizer and our SRJ-21 Automatic Ballast Distributing and Regulating Machine,
which meet international standards of quality, by incorporating foreign technology. We also developed some
maintenance machinery products for passenger railways, including track grinder cars and railway shunting
equipment.
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Our six main large track maintenance machineries are the SRM80 Ballast Cleaning Machine, the
CD08-475 Switch Tamping Machine, the D09-32 Continuous Tamping Machine, the D08-32 Duomatic
Track Lifting, Lining, Leveling, and Tamping Machine, the WD320 Dynamic Track Stabilizer and the
SPZ-200 Batlast Regulating Machine. The following table presents the manufacturing capacity, production
volumes and sales volumes for the foregoing large maintenance machineries for the periods indicated:

Manufacturing Production Sales
Capacity™” Volumes Volumes
(Item/Set) (Item/Set) {ltem/Set)
2004 L 80 81 78
200 e e 80 89 92
2006 . . 80 85 86
30 November 2007 .. .. . i e 111 111 123

(1) Manufacturing capacity is calculated using the D08-32 Automatic Track Lifting, Lining, Leveling, and Tamping Machine
standard as it is one of our major products and is the product with the highest volume.

We recently established CRRS to produce components for high-speed railways, such as high-speed
railway switches, rail fasteners, high-speed railway box girder concrete structures and steel structure products.
We cxpect that the manufacturing facilities of CRRS in Zhuzhou will commence its commercial production
by February 2008.

Manufacturing Facilities

The following table shows the location, area and main products of our major manufacturing facilities as
of the Latest Practicable Date:

Area
Name Location {(m?) Major products
Kunming Zhong- Kunming City, 54,806 Tamping machines, continuous tamping machines, track
Tie............ Yunnan Province, China switch tamping machines, full section track bed ballast

processors, switch grinding machine, dynamic stabilizers,
ballast distributing and trimming machines, turnout laying
and changing machines and bulk material automatic
loading machines

CRRS........... Zhuzhou City, 114,000 Track system products, cement structuring compenents,

Hunan Province, China steel structuring products and machinery

Raw Materials and Energy Suppliers

We purchase raw materials for our manufacturing operations through a purchase plan using the
bidding method. The primary raw materials we purchase include steel, cement, electro-mechanical equipment
and non-ferrous metals. Electricity, the main source of energy used in our manufacturing operations, is
primarily purchased from local power grids where our facilities are located.

Technology, Research and Development

We are the leader in the research and development as well as the production of large track
maintenance machinery in China. We import machinery manufacturing technology from our foreign pariners
and conduct further research and development activities on such technology to meet domestic production
requirements for large track maintenance machinery, thereby improving our own research and development
capabilities.
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Since 1988, Kunming Zhong-Tie has introduced three technologies from P&T Austria used in the
production of large track maintenance machinery. We have also successfully developed our own products to
meet the specific needs of the domestic market by research and modification of these imported technologies.
We were able to assist the PRC Government in increasing the maximum train speeds of the domestic railway
system on numerous occasions. With over 20 new products developed by us through this process of integration
and innovation, we have successfully established a completed product line of large track maintenance

machinery.

We have received awards for a number of achievements attributable to our research and development
team, including:

e  The Serial Equipment and Technologies of Railway Large Maintenance Machinery and Their
Utilization developed by Kunming Zhong-Tie won the second National Science and Technology
Award in 2006;

e D09-32 Continuous Tamping Machine won the first Kunming City Advanced Science and
Technology Award in 2004; and

e  (CDO08-475 Switch Tamping Machine won the second Kunming City Advanced Science and
Technology Award in 2005,

As a result of our research and development efforts, we have won seven National Advanced Science
and Technology Awards and National New Product Awards, as well as eight MOR and Yunnan Advanced
Science and Technology Awards. We have obtained 16 patents for technology inventions and design. In
addition, we have 20 pending patents. We also own copyrights for five pieces of software.

Kunming Zhong-Tie has been named High and New Technology Enterprise of Yunnan Province,
Outstanding Enterprise in Employees’ Economic Technology Innovation in Yunnan Province, Advanced
Enterprise for Quality and Efficiency in Yunnan Province, and Top 30 Well-known Brands in Yunnan
Province, because of its accomplishments.

Sales and Marketing; Customers

We receive purchase orders for large track maintenance machinery primarily through the govenment
channel and private channels. The government channel involves the assignment of purchase orders to us by the
MOR through the bidding process, following an annual/periodic review of state-owned railway operators’
demands. Purchase orders received through the government channel depend largely on prevailing government
policies. However, the order is relatively stable once it is placed. Purchase orders from the government channel
generated approximately 80% of our total revenue from our manufacturing operations during the Track
Record Period. Private channels involve purchase orders made directly to us by state-owned railway operators,
construction companies and mining companies. Purchase orders from private channels are based on the
customers’ demands. Competition for orders through private channels is more intense. We acquire such orders
by way of price comparing and bidding. Purchase orders made through the private channels accounted for
approximately 20% of our total revenue from our manufacturing operations during the Track Record Period.

Major customers of our manufacturing operations include large enterprises, such as state-owned
railway operalors, construction companies, private railway companics, local railway companies, subway
companies and mining companies with railway facilitics,. We have also been actively exploring the
international market in recent years.

We usually grant credit terms of three to six months to customers of our manufacturing operations.
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As of the Latest Practicable Date, none of our Directors or sharcholders holding more than 5% of our
shares or their associates was related to or held any interest in any of these customers.

Industry Trends and Competition

We expect that the PRC Government will continue to implement policies favorable to demestic
production of large track maintenance machinery. We therefore believe we will be able to maintain our
leading position in the large track maintenance machinery industry. Although most of our domestic
competitors are currently smaller than us in terms of business scale, we cannot assure you that the PRC
Government will not support or sponsor the development and expansion of any of our competitors, therehy
intensifying competition in the market.

Kunming Zhong-Tie is currently the largest large track maintenance machinery manufacturer in China
and possesses the largest capacities for the manufacturing, research and development of large track
maintenance machinery. The other two manufacturers in China are Xiangfan Gold Eagle Vehicle and
Machinery Co., Ltd. and Xingping Maintenance Machinery Factory. As of 30 November 2007, Kunming
Zhong-Tie had manufactured 603 pieces of large and medium maintenance machinery and equipment,
occupying more than 80% of the total market share in China.

We believe that the outlook for the large track maintenance machinery market is promising
particularly with the continuous development of China’s railway network and the rising demand for increased
train speeds on China’s railway lines. Despite intense marketl competition, Kunming Zhong-Tie has notable
advantages in terms of production volumes, quality, comprehensive performance-price ratio, technical
capacity, brand name and industry reputation. Over the next three years, we expect to maintain or increase our
share of the large track maintenance machinery market.

As a result of the expertise and large capital required for large track maintenance machinery
manufacturing, the entry barrier for this market remains high. The main competitive factors in the industry
include technologies, research and development, product quality, manufacturing capacity, price and after-sales
services. As such, we believe that we are well-positioned to compete in both domestic and international
markets.

OTHER BUSINESSES AND CAPITAL INVESTMENTS

Our Other Businesses

In addition to our main businesses, we are engaged in a variety of other businesses, mainly including
real estate development and logistics services, by leveraging our established businesses.

The following table scts forth revenue before inter-segment elimination derived from these businesses
and the percentage of our total revenue before inter-segment elimination for the years ended 31 December
2004, 2005 and 2006 and the eleven months ended 30 November 2006 and 2007:

Year Ended 31 December Eleven months ended 30 November
2004 2005 2006 2006 2007
Revenue Percentage Revenue Percentage Revenue Percentage  Revenue  Percentage Revenue Percentage
(audited) {audited) (audited) {unaudited} (audited)
(RMB (%) (RMB (%) (RMB (%) (RMB {%) (RMB (%)
millien) million} million) million) million)
Real Estate
Development .. .... 356.5 04 486.6 0.4 570.0 0.4 472.6 0.3 6364 0.4
Logistics and others ..  1,860.7 2.2 2,385.9 2.2 2,983.8 1.9 2,680.2 20 3,988.7 21
Total ............... 2,217.2 26 2,872.5 2.6 3,5539 2.3 3,1528 23 4,625.0 kN |
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Real Estate Development

Our real estate development business was previously conducted on a sporadic basis by affiliated
construction group companies. Recently, due to the impact of certain macroeconomic controls and more
stringent policies in respect of land and financial credit, the entry barrier for the real estate industry has been
raised significantly. The real estate industry in China has continued to grow. In 2006, average real estate prices
in China's largest 70 cities increased by 5.5% on average, creating new opportunities for companies such as
ours. The integration of different industries has given us unique insight into real estate development
opportunities. In addition, we have obtained the approval of the SASAC to engage in real estate development
as a significant business. On 20 April 2007, we established China Railway Real Estate Group Co., Ltd., our
subsidiary, to focus on the development of residential buildings as a main business as well as the development
of commercial properties, such as shopping malls and office buildings, as ancillary businesses. We principally
carry out real estate development in economically developed cities with a focus on municipalities, such as
Beijing, and provincial capitals. In addition, through China Railway Real Estate Group Co., Ltd., we
successfully established the brand “Zhong Tie Di Chan” (&), which was ranked one of the Top 10
real estate brands in Beijing in terms of influence.

We plan to consolidate our resources and increase our capital and land reserves through various means
to promote our real estate development business, along with our construction business. As of 31 December
2007, we had 21 on-going real estate development projects. These projects occupy an aggregate site area of
approximately 2.3 million m? and have an expected GFA of approximately 5.4 million m?. These projects have
an unsold GFA of approximately 4.9 million m”. The table below sets forth details of these projects:

Construction
expected/  Anticipated Percentage
Type of Site  Expected Unsold commence completion of our Project
Projects properties  City aren GFA GFA® year year ownership status®
@) @) (m) (%)
Guiyang Shan Yu Cheng
(EYER e ... Residential, Guiyang, 592,139 1,790,000 1,790,000 2008 2011 0% Land transaction
Commercial Guizhou agreement signed
Changsha Shan Yu Cheng
(E'@;ﬂjﬁﬁj}ﬁ) ........... Residential Changsha, 367,626 901,973 %01,973 2006 2011 51% Under construction
Hunan
Xuzhou Xin Cheng
(ﬁfﬂﬁkﬁ) ............. Residential, Xuzhou, 286,006 600,000 600,000 2008 2010 100% Phase 1: hold for future
Commercial Jiangsu development
Phase 11: Land
ransaction agreement
signed
Jing Nan Yi Pin
(ERE—&R) o ovvrevnnns Residential Bacding, 147,800 442200 342,200 2008 2010 100% Land transaction
Hebei agreement signed
Tong Jing Guo Ji
(RIEERE. .o Residential, Chongging 253,855 431,760 431,760 2008 2010 93% Hold for future
Commercial devetopment
An Zhi Ting Lan
RETTHDY s Residential, Laixi, 124947 175000 175,000 2008 2010 100% Land transaction
Commercial Shandong agreement signed
C-Park International
Apartment
(FHIREAPELNE). ... Residential, Beijing 24,533 138,600 112,765 2006 2009 0% Under construction
Commercial

169



BUSINESS

Construction
expected/  Anticipated Percentage

Type of Site  Expected Unsold commence completion of our Projeet
Projects properties  City area GFA  GFA year year  ownership status*"
m)  (m)  (m) (%)
Ying Tai Jia Yuan
BRFEM .. Commercial Qingdao, 93,247 125,790 28,161 2004 2009 100% Phase I hold for sale
Shandong Phase I1: hold for future
development
Xing Loag Shan Zhuang
(EREILIE o Rcsidential Jinan, 52,734 102,548 99,658 2008 2009 100% Hold for futurc
Shandong development
Other pmjemsm ........... Residential, 332,575 695,607 333,212 B9
Commercial,
Office
Total .....ooovvnienn... 2,275,551 5,403,478 4,914,719

(1}  As of 31 December 2007.

(2}  Includes projects in Qionghai {(Hainan Province), Haikou (Hainan Province), Xiumen (Fujian Province}, Qigihar (Heilongjiang
Province), Huangshi (Hubei Province), Liuzhou (Guangxi Province), Jiaonan {Shandong Province) and other cities in China
which we consider less important because of the scale of these projects.

(3}  The percentage of total unsold GFA attributable to us in other projects according to our shares of interests in these projects.

(4)  See “Appendix IV — Property Valuation”.

As of 31 December 2007, we held more than 50% of the interest in the following major real cstate
development projects in China, except for the Xuzhou Zhong Tie Xin Cheng project, of which we are the sole

OWnEr:

>

Guiyang Shan Yu Cheng (BIBILEEHE): This large-scale residential complex is located in
Guiyang, Guizhou Province. The complex has an aggregate site area of approximately
592,139 m? and an expected GFA of approximately 1.8 million m?. Construction of this project
commenced in January 2008 and is expected to be completed in 2011. As of 30 November 2007,
the total cost incurred for this project was RMBI.2 billion. This project has approximately
RMB4.4 billion in estimated total development costs excluding the RMB1.0 billion in land costs.
As of 30 November 2007, we had completed approximately 5% of the construction of this project.

Changsha Shan Yu Cheng (B 1UE88,): Located in Changsha, Hunan Province, this project
has an aggregate site area of approximately 367,626 m’ and an expected GFA of approximately
901,973 m>. Construction of this project commenced in April 2004 and is expected to be
completed in 2011. As of 30 November 2007, the total cost incurred for of this project was
RMB291 million. This project has approximately RMB1.0 billion in estimated total development
cost excluding the RMBO0.07 billion in land costs. As of 30 November 2007, we had completed
approximately 40% of the construction of this project.

Xuzhou Xin Cheng (:M#iH): Located in Xuzhou, Jiangsu Province, this project has an
aggregate site area of approximately 286,096 m® and expected GFA of approximately 600,000 m?.
Of this, Phase I will be approximately 400,000 m’ and Phase Il will be approximately
200,000 m?. Construction of this project commenced in August 2007 and is expected to be
completed in 2010. As of 30 November 2007, total cost incurred for this project was
RMB252 billion. This project was constructed by China Railway Xuzhou Properties
Development Co., Ltd., an indirect subsidiary owned by two of our direct subsidiaries, China
Railway Real Estate Group Co., Ltd. and China Railway Censtruction Group Co., Ltd. This
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project has approximately RMB1.33 billion in estimated total development cost excluding the
RMB0.41 billion in land costs. As of 30 November 2007, we had completed approximately 5% of
the construction of this project.

P C-Park International Apartment (WEE M4 8 ). Located in the Western District of Beijing,
this project has an aggregate site area of approximately 24,533 m’® and an expected GFA of
approximately 138,600 m®. Construction of this project commenced in October 2006 and is
expected to be completed in 2009. This project has approximately RMBO0.86 billion in estimated
total development cost excluding the RMBO0.54 billion in land costs. As of 30 November 2007, we
had completed approximately 50% of the construction of this project.

As of 31 December 2007, we had been awarded approximately 107,000 m?, 235,000 m* and 180,000 m?
of land through bidding in Fangshan of Beijing, Changchun and Chengdu, respectively. However, as of the
Latest Practical Date, the land transaction agreements for these three properties had not been signed yet. We
also hold a 49% minority interest in Shandong Qingdao Feng Huang Cheng ([ 37 & B E4%) which has an
expected GFA of approximately 10,000 m? and a 40% minority interest in Hubei Ezhou Kai Xuan Cheng
(WL %R SLMESR) which has an expected GFA of approximately 25,000 m

The operational process of our real estate development business is summarized as below:
Site selection:

Land acquisition;

Financing property development and land premium;

Project planning and design work;

Construction work, including tendering and procurement of raw materials;

Fitting and decoration work;

Inspection and quality control,

vV vy vy VvYyY Y VvYYy

Pre-sale, including applications for requisite regulatory permit to sell properties and reparation
work;

P Marketing and sales;
P  Payment arrangement; and
> After-sale customer service.

The sales and marketing function for our real estate development operations are delegated to our
individual subsidiaries or affiliated project companies, which ecither have dedicated internal sales teams or
retain external professional marketing and sales service providers.

According to the relevant PRC laws and regulations, real estate developers must obtain qualifications
in order to carry out real estate development businesses in the PRC. As of the Latest Practicable Date, we and
our affiliated construction group companies possessed valid qualifications and were competent to conduct real
cstate development operations. We maintain such qualifications through continuing compliance to relevant
reguiatory requirements or timely renewal for such qualifications. According to Beijing Deheng Law Office,
our PRC legal adviser, we were in compliance, in all material respects, with the relevant laws and regulations
applicable to our real estate development operations, including the pre-sale of properties in the PRC, as of the
Latest Practicable Date.
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Logistics

Our logistics business is mainly operated by China Railway Goods and Materials Co., Ltd., or
CRGMG, a subsidiary of our Company specializing in logistics operations. CRGMG has recently achieved
rapid development in its logistics operations and has accumulated extensive experience in this area. In 20086, it
ranked as the largest railway construction logistic service provider in China and the second largest railway
materials supplier in the world, It has also been ranked 20th among the 50 most competitive logistic
enterprises in China in 2006. The logistics centers of our Company are found in seven regions, including
northeastern China, northwestern China, eastern China, southwestern China, mid-western China and northern
China. We have 31 storage bases in 25 nationwide logistic hubs with the total storage area of approximately
1,330,000 m” and eight exclusive railways with a total length over 40 km for our logistics operations. In recent
years, we have obtained operational qualifications for various key materials, enabling us to develop multiple
logistics hubs.

We also engage in the trading of construction materials, enabling us to strengthen our ability to
purchase and supply key materials. We have established strategic relationships with China National
Petroleum Corporation, China Petroleum and Chemical Corporation and several major steel companies in
China, and expanded the geographical coverage of our operations. We have weli-developed our logistic
business of railway construction materials, especially through rapid increase of our passenger railway materials
logistic business. The sales volume of our steel rail business exceeded 300,000 tonnes in both 2005 and 2006,
accounting for over 20% of the domestic steel rail market. We have been certified by the relevant PRC
government authorities to wholesale oil products within our Company, thereby enabling us to reduce our
overall purchasing costs for oil products.

We believe that, in addition to being an independent business, our logistics operations provide us with
the ability to lower our purchase costs of materials utilized in the construction business, thereby further
enhancing our profitability and competitiveness.

Capital Investiment Operations

We invest in certain of our construction projects by way of BT, BOT and BOOQO. Build-Operate-
Transfer, or BOT, is a mode in which government or local authorities grant the rights to us by concession
agreement to undertake the financing, construction, operation and maintenance of a construction project.
Upon expiry of the concession period, the relevant facilities will be transferred back to the contracted
government authority without consideration. Build-Transfer, or BT, is a variant of BOT in which we undertake
the financing of construction expenditures and transfer the project back to our customer upon completion and
inspection for acceptance. Qur customer will compensate us for such construction expenditure and financing
costs in installments pursuant to agreement. Build-Own-Operate, or BOO, is a mode of business in which we
build and operate a property project pursuant to the concession rights granted by the government. Such an
infrastructure project will not be transferred back to the public sector.

We believe that infrastructure construction projects completed on a BT, BOT, BOO and PPP basis will
be increasingly commeon in China and become an important element in the continued development of China’s
infrastructure industry. BT, BOO or BOT projects are usually implemented according to customers’ requests
and the contractors are required to provide financing, fully or partially, for the projects. BT and BOT projects
generally provide better returns because of the contractor’s increased ability to control project costs. BOT
projects also offer the possibility of attractive returns on investment and stable cash flows to the contractor.
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We intend to expand our capital investment operations, increase our involvement in BT, BOO, BOT or PPP
projects and increase our relevant operating capacities.

As of 30 November 2007, we had operated and implemented twelve BT projects, including the East
Line of the Nanjing Express Inner Circle, the Chongging Yudong Yangtze River Bridge and the Guangxi
Guilin Sugiao Garden, three BOT projects, including the northeast section of the Highway Circle of Harbin,
the Jivang Yellow River Highway Bridge and Shannan Railway Special Line in Hubei Province and three
BOO projects, including Huhhot — Zhungeer Railway line and the Sichuan Naxu Local Railway Line. We
account the revenue from BT and BOT projects during the Track Record Period as part of our revenues for
the construction operations. 1n addition, toll revenue but not construction revenue was generated from BOO
projects during the Track Record Period. See “Financial Information — Management’s discussion and
analysis of financial condition and results of operations — Description of selected components of results of
operations”. Due to commercial considerations, in August 2007, we entered into a disposal agreement with a
third party for the disposal of our entire shareholding of 35% in Huhhot-Zhungeer Railways, in which we
invested on 26 February 2003 as a promoter. Our total cost of investment made to Huhhot-Zhungeer Railways
as at 30 November 2007 was RMB210 million. The other shareholders of Huhhot-Zhungeer Railways were
Ordos State-owned Assets Investment Operation Company Limited, a state-owned enterprise, Inner
Mongolia Yitai Coal Company Limited, a private enterprise and Huhhot Railway Bureau, a state-owned
enterprise. As of 30 November 2007, the construction of the entire project has been completed. The
consideration for the disposal is based on 35% of the net assets of Huzhun Railways as determined from an
independent valuation. The independent valuation is still in progress and hence the consideration for the
disposal has not been finalized.
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BACKLOG

Backlog represents our estimate of the contract value of work that remains to be completed as of a
certain date. The contract value of a project represents the amount that we expect to receive under the terms
of the contract assuming the contract is performed in accordance with its terms. Backlog is not a measure
defined by generally accepted accounting principles.

Backlog may not be indicative of our future operating results. Our revenue amounts do not include
backlog for a variety of reasons, including the fact that some projects begin and end within a short-term
period. Many contracts do not require our customers to purchase a minimum amount of services and are
subject to termination by the customer on short notice. The contract value of such projects may be recorded in
our backlog, and the scope of work with respect to contracts reflected in our backlog may at times be adjusted.
In addition, poor project selection or difficulties in contract performance may lead to inaccuracies with respect
1o the estimated income from uncompleted contracts. Furthermore, the termination or modification of any one
or more sizeable contracts or the addition of other contracts may have a substantial and immediate effect on
the dollar amount to our backlog and the revenue and profits we may earn from such contracts, and may have
a material adverse effect on our financial condition and profitability. As a result, our backlog information
presented in this Prospectus should not be relied on as the indicator of our future earnings. However, during
the Track Record Period, we did not experience any incidents relating to our backlog that had a material
adverse effect on our business, financial condition and results of operations. See “Risk Factors — Risks
relating to aur business operations — Projected revenue amounts reported in our backlog may decline and may
not result in actual revenue or translate into profits”.

The following table sets out the aggregate value of projects in our backlog of our construction
operations, survey, design and consultancy operations and manufacturing operations for the periods indicated:

As of
As of 3 December 30 November
2004 2005 2006 2007
(RMB million)

Construction Operations . ... .....oiirii i 61,047.0 139,531.2 198,374.9 292,662.0
Domestic ... .. e 58,037.0 1304152 (56,3609 175,708.3
L T 3,010.0 9.116.0 42.014.0 116,953.7
Survey, Design and Consultancy Operations ................... 2,389.5 2,498.0 24768 2,921.5
Manufacturing Operations .. ............iiiniiiioii ... 3,608.4 2,503.4 1,602.2 6,554.0
Total . .o e 67,0449 1445326 2024538 302,137.5

NEW CONTRACT VALUE
New contract value represents the aggregate value of the contracts that we entered into during a

specified period. The value of a contract is the amount that we expect to receive under the terms of the
contract if the contract is performed in accordance with its terms.

177




BUSINESS

The following table sets out the aggregate value of new contracts entered inte by our construction
operations, survey, design and consultancy operations and manufacturing operations for the periods indicated:

Eleven months

ended
Years ended 31 December 30 November
2004 2005 2006 2007
(RMB million)

Construction Operations ..............ooiiiiiiiiinenan .. 140,336.1 189,156.4  198,203.7 223,659.6
D105 36113 1 1+ OSSP 136,574.4 176,247.5  154,588.5 134,576.1
L T Y T 31,7617 12,908.9 43.615.1 89,083.6
Survey, Design and Consultancy Operations .............. ... 2,479.7 2,743.3 3,073.3 2,9476
Manufacturing Operations. . .......... ... i 1,724.1 1,144.6 1,064.4 6,321.5
1 11 7 N 1445398  193,044.2 202,341.4 232,928.7

RESEARCH AND DEVELOPMENT

We place significant importance on the development of our research and development capabilities. In
addition to our professional research and development institutes, such as our affiliate design institutes or
companies, our headquarters has technology research centers and our construction group companies have
technology centers for research and development work. Qur Company has also established the relevant rules
and guidelines to regulate our technology research centers, technology research investments, technology
research projects, and technology research results evaluation and rewarding system. As of 30 November 2007,
we had over 86,000 technical personnel of junior, mid- or senior levels, including one academic from the
Chinese Academy Engineering, five state-level design masters, 21 experts with outstanding contributions at
the provincial and ministerial level, 188 experts receiving special subsidies from the State Council,
217 professor-level senior engineers, 6,375 senior engineers and 16,207 engineers.

As of 30 November 2007, we had undertaken 404 research projects sponsored by government agencies
at the provincial and ministerial levels. We were awarded 48 National Technology Advancement Awards,
60 Mational “Four Excellence” Design Awards, 325 Provincial Technology Advancement Awards, 373
Provincial-level Survey and Design “Four Excellence™ Design Awards, 18 Zhan Tianyou Awards, 87 patents,
67 National Construction Methods, and 351 Provincial Construction Methods.

In the next five years, our Company will focus on developing and innovating new technologies for
passenger railways, plateau railways, bridge construction, tunnels, underground construction, and non-ballast
railways. We will also optimize our investment, evaluation, incentive, training, and performance review
systems and cultivate the innovative skills of our managerial, research and development, and technical
personnel.

We are currently devoting our efforts to the research and development projects which we anticipate will
make significant progress in 2010, such as the development of comprehensive technologies for passenger
railways, underwater tunnels, loess area construction systems, non-ballasted construction facilities, research
and production of large railway switches and railway maintenance equipment manufactured in China.

Our total expenditure on research and development for the years ended 31 December 2004, 2005 and
2006 and the eleven months ended 30 November 2006 and 2007 amounted to RMB39.0 million,
RMB27.9 million, RMB99.6 million, RMB88.4 million and RMB84.% million, respectively, representing
0.05%, 0.03%, 0.06%, 0.06% and 0.06% of our total revenue, respectively.
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QUALITY CONTROL AND MANAGEMENT

We have implemented a quality management system pursuant to the [SO%001:2000 standard and have
stipulated and implemented a quality control system by establishing 71 procedural management systems for
sales, production, after-sales services, inspection, resource management, including the management of the
invitation and submission of bids, contract management, materials procurement management, and production
plan management.

Our “Provisional Measures for the Administration of Construction Projects” sets out detailed
regulations with respect to the qualily management system for construction projects, responsibilities of
personnel of different levels, control measures, examination standards and procedures, performance reviews,
management qualifications for subcontracting projects, accident reporting and management, reward and
punishment measures and other measures, We require the establishment of & qualified supervision and
management division for each project management department, as well as the establishment of a “Project
Quality Management Leading Group”, consisting of a project manager, technology director and various
department leaders from the relevant departments. Quality control measures are implemented at each stage.
For each project, we set preliminary quality standards, stipulate project qualification plans, and define quality
control measures for the project’s preparatory stage prior to construction, for the construction stage itself, and
for the completion and examination stage following completion of construction. The project manager is fully
responsible for the quality management of the project.

Our subsidiary, China Railway Construction Group Co., Ltd., was awarded the National Quality
Control Award in 2005 for its quality control and management system. China Railway 12th Bureau Group
Co., Ltd., also our subsidiary, was awarded the first prize of the 10th Modernizing Enterprise Management
and Achievements of the Chinese Construction Industry Award in 2003 and the second prize of the Tth
Modernizing Enterprise Management and Innovating Achievements of the Chinese Enterprise Award, also in
2003. On 29 April 2006, we published and implemented our management system regulations. On 7 July 2006,
we were accredited with the ISO9001:2000 quality management system and obtained a certificate for our new
quality management system. In addition to construction contracting and general contracting, the scope of this
certification has been expanded 1o include general road construction, management of general contracting for
construction designs, capital investment operations, management on behalf of owners and performance of
responsibilities as investor on behalfl of affiliated enterprises of the SASAC. The extensive scope of this
certification is unprecedented. Currently, 18 subsidiaries and four design institutes of our Company have
obtained certificates for their respective quality management systems.

OCCUPATIONAL HEALTH, SAFETY AND ENVIRONMENTAL PROTECTION

Qur operations generate air pollution, noise, hazardous material, polluted water and solid wastes, and
we are subject to the relevant rules and regulations on occupational health, safety and environmental
protection such as the Safe Production Law of the People’s Republic of China, the Regulations for the
Reporting and Handling of Injuries and Fatal Accidents of Enterprise Employees, the Regulations for the
Administration of Production Safety in Construction Projects, the Regulations on Production Safety Permits,
and the Law of the People’s Republic of China Concerning Environmental Protection, the Law of the People’s
Republic of China for Prevention and Control of Environmental Noise Pollution, the PRC Measures for
Administration of Environmental Protection in Construction Projects. According to our PRC counsel, Beijing
Deheng Law Office, we have not caused any material environmental pollution incident as a result of breaching
the environmental law in the Track Record Period.
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We pubtished and implemented our health, safety and environmental management system on 29 April
2006. On 7 July 2006, we became one of the first state-owned large-scale enterprises that received
[SO9001:2000 certification for our quality management system, [SO14001:2004 certification for our
environmental management system, and GB/T28001-2001 certification for our occupational health and safety
management system. Our 18 subsidiaries with principal operations in construction and four design institutes
have obtained “‘three-in-one” certificates for their respective safety, quality and environmental protection
management systems.

In addition, we have a Safety and Quality Management Department and an Environmental Protection
Department located al our head office with offices at our principal operating affiliated companies, which are
responsible for: (i) supervising and examining the safety and quality control teasures of construction
companies and construction management companies; (ii) regulating labor, hygiene and safety conditions; and
(iii) monitoring compliance with statutory environmental protection regulations relating to air, water, noise
and solid waste pollution, We impose safety and anti-pollution measures, as well as regular internal safety and
environmental inspections, at all stages of our operations in order to minimize the possibility of work-related
accidents and injuries. We also monitor the safety and environmental protection aspects of our subcontractors’
operations. As we believe that safe practices are essential to ensure employee safety, we conduct regular safety
training sessions and provide safety education to employees. We have established safety standards in
connection with matters such as purchasing, instatlation and operation of new equipment, construction of new
facilities and renovation of existing facilitics. We invest in training our employees that are involved with
formulating and implementing measures to comply with occupational health, safely and environmental
protection issues, and assist such personnel in attaining certifications to ensure they are qualified and have the
appropriate expertise to handle such matters.

All of our operating subsidiaries have obtained and maintained a safe production permit issued by
relevant PRC local authorities. The safe production permit review is performed once every three years. Based
on the confirmation issued by the local Municipal Environmental Protection Bureaus in areas in which we
operate, we have complied with all national, provincial and municipal environmental regulatory requirements
during the past three years, We have not yet experienced a termination or suspension of the safe production
permit by relevant PRC local authorities. In addition, there have been no unfavorable results or remedial
actions taken by our Company as a resuit of inspections of our property or projects conducted by the relevant
PRC authorities.

With regard to our overseas operations, we are committed to strict compliance with applicable local
laws on occupatienal health, safety and environmental protection. Qur ability (¢ comply with local laws is an
important consideration before we decide to commence operations in foreign jurisdictions. Our safety, health
and environmental protection department oversees our operating affiliated companies’ compliance with local
occupational health, safety and environmental protection requirements of the foreign jurisdictions in which we
operate. Regular reviews by our safety, health and environmental protection department of our operating
affiliated companies located in foreign jurisdictions are instrumental in monitoring their compliance with
relevant safety and environmental protection regulations. When necessary, we engage local counsel to advise
us with respect to these requirements.

Although we have stringent safety measures in place, our construction operations involve inherent
occupational risks. In the years ended 31 December 2004, 2005 and 2006, the fatality rate per ten billion RMB
revenue of our Company was 1.18, 2.27 and 1.35, respectively, which is substantially lower than the actual
average death rate per ten billion RMB revenue in the construction industry, which is approximately 4.76, 3.43
and 2.65, respectively in the same period, according to the relevant government authority. During the Track
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Record Period, we experienced 43 severe injuries and 96 fatalities, and we were liable for a total of
approximately RMBI19 million as compensation for these fatalities. On 5 August 2007, flooding and debris-
flow suddenly occurred at the tunnel face of Yiwan Railway Yesanguan Tunnel during its construction by the
Fourth Engineering Company of China Railway 16th Bureau Group Co., Lid., under our subsidiary, China
Railway 16th Bureau Group Co., Ltd.. This accident resulted in the deaths of 10 workers. Due to the complex
geographical conditions of the surrounding area, the relevant authorities are still conducting an investigation of
this accident and have not yet reached a conclusion. The total amount of compensation that we paid for as a
result of this accident as of 30 November 2007 was RMB2.9 million. According to the legal opinion of our
PRC legal adviser, Beijing Deheng Law office, we have duly and fully paid this compensation amount. In
March 2007, a sudden collapse occurred to a tunnel during its excavation for the Beijing subway No. 10, which
resulted in the deaths of six workers. Investigations into this accident in Beijing were commenced by the
relevant authorities. As of 30 November 2007, several management personnel at Second Enginecering
Company of China Railway 12th Bureau Group Co., Ltd., under our subsidiary, China Railway 12th Bureau
Group Co., Ltd,, received disciplinary action and other penalties. Three of them have been removed from their
management positions as a result of this accident and no senior management personnel of our Company has
been removed from management position for this accident. We have provided various forms of compensation
to the families of the workers, including monthly dependency payments, funeral assistance payments and
payments to relatives of the deceased who have experienced economic hardship as a result. The total amount
of compensation that we paid for as a result of this accident as of 30 November 2007 was RMB2.2 million.
According to the legal opinion of our PRC legal adviser, Beijing Deheng Law Office, we have duly and fully
paid this compensation amount. We have also performed a comprehensive investigation of the accident
resulting in the implementation of additional protective measures to be followed during future tunnel
construction work. We have made efforts to strengthen our safety measurcs at our construction sites to prevent
such accidents from occurring again, including modifying our construction methods for tunnel projects to
prevent the occurrence of similar accidents, educating our employees to recognize dangers and take measures
to deal with emergency situations, and improving the safety of our construction sites by increasing our
investment in safety proeduction. On 23 January 2008, certain workers hired by a subcontractor of the Second
Engineering Company of China Railway 16th Bureau Group Co., Ltd. (d ¥+ BEAME-_TEERAE),
under our subsidiary, China Railway 16th Bureau Group Co., Ltd., entered the work area of the fiaoji Raitlway
Line (which has operational speeds of up to 200 km/h) before scheduled maintenance hours. A subsequent
major railway accident occurred, resulting in nine injuries and 18 fatalities. As of the Latest Practicable Date,
this accident was under investigation by the relevant authorities. No other accident has had, individually or in
the aggregate, a material effect on us. We cannot guarantee that such safety-related incidents will not have an
adverse impact on our reputation, corporate image and results of operations.

INTERNAL CONTROLS

Our Board is responsible for monitoring our internal control system and for reviewing its effectiveness.
In accordance with applicable laws and regulations, we have implemented internal procedures with a view to
establish and maintain our internal control system, which covers our material production and operational
decisions, the development of an information technology system, protection of our intellectual property, the
establishment of risk and asset management systems, maintenance of an internal audit system and compliance
with local laws and rules in both domestic and international markets. In 1987, we established an Internal
Audit Department at our head office consisting of financial, auditing, engineering and legal personnel. The
department is responsible for establishing the structure of internal audit institutions, allocating responsibilities,
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determining work procedures, and implementing specialized audit rules and ancillary measures. Our Audit
Department directly reports to our Audit Committee.

Qur Directors believe our current internal control system is reasonable, sufficient and effective based on
the unqualified advice we received from time to time from independent third parties, and has been
implemented effectively in the past. However, although such internal control system, which includes rules,
policies and procedures, is in place and in effect, there may still be weaknesses in the implementation of such
internal control system. Moreover, we cannot guarantee that our employees wiil not, in their personal capacity,
act in such a way that contravenes our internal control procedures. See “— Legal proceedings”. As we have
undergone the Restructuring recently and will become a publicly listed company through the Global Offering,
our internal control system may require refinement following the expansion of our business that requires
recruitment of professional staff. For details, see “Risk Factors — Risks relating to our business operations —
We may not be able to monitor and deploy internal control measures with respect to our business operations in
an effective and timely manner because of our large number of operating subsidiaries and their broad range of
businesses.”

INTELLECTUAL PROPERTY RIGHTS

We rely on patents, copyrights, trademarks and contractual rights to protect our intellectual property
rights. The intellectual property rights are critical to our businesses. As of the Latest Practicable Date, we held
67 trademarks, 87 patents, 67 National Construction Methods and 351 Provincial Construction Methods. We
continuously submit patent applications for products and technologies that we have developed. We also
possess unregistered trade sccrets, technologies, know-hows, processes and other intellectual property rights.
As of the Latest Practicable Date, we have not suffered any infringement of our intellectual property and we
have not violated any intellectual property rights of any third parties, to the best of our knowiedge.

As of the Latest Practicable Date, our Company was not a party to any litigation brought by any third
party due to infringement of intellectual property rights. Details of our intellectual property rights are set out in
“Appendix IX — Statutory and General Information—Further information about our business” included in
this Prospectus.

PROPERTIES

Our head office is located in Beijing, PRC. As of 31 December 2007, we owned 844 parcels of land and
3,368 buildings.

Of the 844 parcels of land, 836 parcels of land with an aggregate site area of approximately 15,798,262
m? are in the PRC and 8 parcels of land with an aggregate site area of approximately 51,563.4 m? are located
overseas. In addition, 21 parcels of land with an aggregate site area of approximately 1,038,519.3 m” are held
by us for our real estate development business.

Of the buildings owned by us, 3,322 buildings or units with an aggregate GFA of approximately
3,160,069.9 m? are in the PRC and 46 buildings or units with an aggregate GFA of approximately 22,076.6 m*
are located overseas.

In addition, we have leased five parcels of land with an aggregate site area of approximately
101,588.4 m>. We have also leased 172 buildings or units in the PRC, with an aggregate GFA of
approximately 207,690.7 m? and 22 buildings or units in the overseas countries, with an aggregate GFA of
approximately 8,608.2 m’.
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Sallmanns, an independent property valuer, valued our owned property interests at approximately
RMBI3,577 million as of 31 December 2007. The text of the valuer’s letter, summary of values and valuation
certificates prepared by Paul L. Brown in connection with its valuation are set out in “Appendix IV —
Property Valuation™ included in this Prospectus.

Land Use Rights

Pursuant to the Restructuring, CRCCG transferred 1o us the land use rights of 836 parcels of land in
the PRC and the leases of 5 parcels of land leased from the State, particulars of which are as follows:

(i) 317 parcels of granted land with a total site area of approximately 3,520,134.5 m* with granted
land use rights certificates issued to us;

(ii) 349 parcels of allocated land with a total site area of approximately 9,851,262.6 m* which have
been injected into us as capital. The land use right certificates of the 349 parcels of allocated land
are pending change of registration;

(iii) 117 parcels of land with a total site area of approximately 1,856,822.5 m? which has been
transferred to us as capital injection upon the transfer of the equity interests of the subsidiaries
holding such land. The land use rights certificates of the 117 parcels of land have been obtained
and are under the name of the subsidiaries;

(iv) 53 parcels of land with a total site area of approximately 570,042.5 m? which are pending
issuance of the granted land use rights certificates; and

(v) the leases of five parcels of land with a total site area of approximately 101,588.4 m? leased from
the State, with the tand use rights of four parcels of land expiring in 2032 and one parcel of land
in 2011.

As of 31 December 2007, of the 53 parcels of land referred to in (iv) above, we have entered into land
grant contracts with the relevant government authorities and have paid or will pay the applicable land
premium in accordance with the terms required under these contracts. Of the 53 parcels of land for which the
granted land use right certificates are pending, aggregate GFAs of approximately 493,268.6 m?, 51,258 m? and
25,515.9 m® are used by our construction operations, survey, design and consultancy operations and other
business operations, respectively. We expect to seitle all outstanding premium in the amount of
RMB233 million for grant of the land use rights before the end of 2008.

Beijing Deheng Law Office, Our PRC legal adviser, is of the view that: (1) in respect of the 349
parcels of allocated land which are pending change of registration as referred to in (ii) above, there is no legal
impediment for us to change the registration and obtain the relevant land use right certificates of such land, as
the injection of such allocated land into us as capital contribution has been approved by the MLR; and
(2) there is no legal impediment for us o obtain the granted land use right certificates for the 53 parcels of
land referred to in (iv) above on condition the relevant land premium will be duly paid by us.

As confirmed by Deheng Law Office, our PRC legal adviser, we have obtained all land use right
certificates in respect of the land held by us for our real estate development and investment.
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Buildings

Pursuant to the Restructuring, CRCCG transferred to us a total of 3,322 buildings in the PRC as

follows:

2,044 buildings with a total GFA of approximately 2,182,275.3 m’, for which our Company has
proper building ownership certificates or building title proof. Among these buildings,
1,877 buildings, with a total GFA of approximately 1,909,350.5 m?, were built on land for which
CRCCG has proper land use rights certificates. The remaining 167 buildings, with a total GFA of
approximately 272,924.9 m?, were built on land for which CRCCG has not obtained proper legal
title. Of these 167 buildings, (i) 95 buildings, with a total GFA of approximately 128,094 m?, were
buiit on 43 parcels of allocated land which has not been transferred by CRCCG to us; and (11) 72
buildings, with a total GFA of approximately 144,830.9 m’, were built on land which has been
transferred to us pursuant to the Restructuring and we are in process of applying the granted land
use right certificates to us.

In respect of the 95 buildings on the 43 parcels of allocated land, CRCCG signed an undertaking
letter on 10 December 2007 pursuant to which CRCCG undertakes, on a best endeavors basis, to
complete the procedures for converting the allocated land usc rights to granted tand use rights in
relation to the 43 parcels of land within 12 months from the date of our establishment, and then
either transfer or lease the land use rights of such parcels of land to us. In the meantime, before
the procedures have been completed, CRCCG also undertakes to (i) allow us to use the
43 parcels of land for nil consideration; (ii} acquire the buildings on the 43 parcels of land on the
basis of valuation conducted by an independent valuer, if CRCCG cannot convert the allocated
land use rights to granted land use rights within one year; (iii) indemnify us against, among other
things, all losses and damages which may arise from any adverse effect on our business operations.

In respect of the 72 buildings on the land for which we are applying for the granted land use rights
certificates, CRCCG has undertaken in the Restructuring Agreement to indemnify us in respect
of any tiile defect of properties being acquired by us pursuant to the Restructuring.

1,278 buildings with a total GFA of approximately 977,794.5 m? for which our Company or the
relevant subsidiaries of our Company do not have proper building ownership certificates. Among
these buildings, 456 buildings, with a total GFA of approximately 499,067.3 m?, were registered
under the name of the predecessors or individuals. For the remaining 822 buildings, (i) 751
buildings, with a total GFA of approximately 403,218.3 m?, were buiit on the land which CRCCG
has proper land use rights certificates. We are in the process of applying the building ownership
certificates for such buildings and expect to obtain them before the end of 2008. Since all such
buildings were invested and built on land owned by CRCCG which were transferred to us
pursuant to the restructuring, we are of the view, and with the support of legal opinion from
Beijing Deheng Law Office, that there exists no legal dispute in relation to the use of such
buildings; (ii) 42 buildings, with a total GFA of approximately 24,239.8 m?, were built on the 43
parcels of allocated land for which CRCCG has not obtained proper legal title; and (iii) 29
buildings on land which is in the process of applying for the grant of land use rights. We expect to
obtain the granted land use rights certificates for such buildings before the end of 2008. Of the
822 buildings, aggregate GFAs of approximately 445,134.1 m?, 9,481.3 m? 16,006.2 m? and
8,105.7 m? are used by our construction operations, survey, design and consultancy operations,
manufacturing operations and other business operations, respectively. We are of the view that
such buildings with no proper titles are not crucial to our operations as (1) our infrastructure
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construction business is largely carried out in the open and none of the buildings with no proper
titles is in respect of any infrastructure projects or for real estate development business; and
(2) such buildings are mainly for ancillary use, such as offices, and we can easily relocate to other
premises to conduct the same activities.

The change of registration to us of those buildings with building ownership certificates held by the
predecessors of subsidiaries or individuals has not all been completed and as of 31 December 2007, the change
of registration of 456 buildings is still outstanding. Beijing Deheng Law Office, our PRC legal adviser, is of the
view that there is no legal impediment for us to change the registration of the building ownership certificates.
The change of registration will be completed before the end of 2008.

Pursuant to the Restructuring Agreement, CRCCG has undertaken to provide all necessary assistance
in our application for building ownership certificates. We expect to obtain all relevant building ownership
certificales by the end of 2008, either under our name or the name of one of our subsidiaries. CRCCG has also
undertaken to bear any costs or expenses arising from the transfer of these building ownership certificates, and
has promised to compensate us for all losses or damages arising from CRCCG’s lack of title to the buildings in
question should we fail to obtain the building ownership certificates, to the extent such failure is not due to us.

Buildings under Construction

CRCCG transferred to us 18 new buildings which are currently under construction. Upon completion,
these buildings will have an estimated total GFA of approximately 136,531 m?. We have obtained all the
relevant permits and approvals for the construction of the 18 new buildings. The relevant building ownership
certificates of the buildings under construction will be obtained by us or our relevant subsidiaries following
construction and property registration with the relevant authorities. We intend to use these buildings for
production purposes, as offices and for other ancillary business uses.

Leased Buildings

As of 31 December 2007, we leased 172 buildings in the PRC. Among these 172 leased buildings, 96 of
which have obtained building ownership certificates. Beijing Deheng Law Office, our PRC legal adviser, is of
the view that the relevant leases are legally binding and enforceable. The remaining 76 leased buildings have
not obtained building ownership certificates. Beijing Deheng Law Office, our PRC legal adviser, is of the view
that there exists no legal dispute in relation to the use of such buildings. 164 of the lease agreements of such

- buildings, which are primarily for office use, have not been registered. We are arranging for registration of such

lease agreements and expect to complete the lease registration before the end of 2008. The total GFA of the
leased buildings is approximately 207,690.7 m®. Among these leased buildings, we or our relevant subsidiaries
leased from CRCCG 133 buildings with a total GFA of approximately 180,892 m® and we or our relevant
subsidiaries also leased 39 buildings from various independent third parties with a total GFA of approximately
26,798.7 m”. Beijing Deheng Law Office, our PRC legal adviser, is of the view that such matters will not affect
the legality of the lease agreements. As we can easily relocate to other premises to conduct the same activities,
our Directors are of the view that these leased buildings without valid registration are not material to our
operation. Further, CRCCG has undertaken in the Restructuring Agreement to indemnify us in respect of any
loss which may arise from any lease transferred by it to us.

Overseas Properties

As of 31 December 2007, we own 8 parcels of land with a total site area of approximately 51,563.4
square meters and 46 buildings in Poland, Boiswana, Germany, Djibouti and Nigeria. We aiso own several
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properties in Hong Kong and Macau. Additionally, we have leased several properties in Hong Kong, Macau,
Japan, Nepal, United Arab Emirates, Saudi Arabia, Libya, Madagascar and Afghanistan. Our Directors are of
the view that such tenancy agreements are entered into in accordance with the local legal requirements and
are valid and binding.

Waiver from Certain Valuation Report Requirements

Regarding the format and content of the valuation report, the property valuation report included in
Appendix TV to this Prospectus includes a valuation report in full compliance with all applicable Hong Kong
Listing Rules and Paragraph 34 of Part II of the Third Schedule to the Companies Ordinance of property
interests held by us for our property development and investment business. However, except for the property
interests held by us for our property development and investment business, owing to the substantial number of
properties we own and lease, we have applied for and obtained a waiver from the Hong Kong Stock Exchange
from strict compliance with Rule 5.01, Rule 5.06, Rule 19A.27(4) and Paragraph 3(a) of Practice Note 16 of
the Hong Kong Listing Rules and an exemption from the SFC from strict compliance with Paragraph 34 of
Part 11 of the Third Schedule of the Companies Ordinance on the grounds that:

(a) it would be unduly burdensome to list each of the properties in Group I, Group II,
Group VII and Group VIII of the valuation report included in Appendix 1V to this
Prospectus and show their particulars and values individually in this Prospectus; and

{b) it would be unduly burdensome to prepare an English translation of the full valuation report
in respect of properties in Group I, Group I1, Group VII and Group VIII of the valuation
report included in Appendix 1V to this Prospectus, as substantially all of the propertics of
our Company are located in the PRC and consequently the underlying valuation and title
information is in Chinese.

The exemptions were granted with conditions which are set out in “Appendix IX — Statutory and
General Information”.

See “Appendix X — Documents Delivered to the Registrar of Companies and Available for
Inspection — Documents available for inspection” for the time and place that the full valuation report will be
available for public inspection.

INSURANCE

Pursuant to the general practice in the industry, we are required to obtain fire, liability or other property
insurance for the property, cquipment or inventory in relation to our major businesses, and are required to
obtain construction project all-risk insurance for most of the construction projects we undertake. Such policies
generally extend for the entire contract period, including the maintenance period following completion of the
project. We also purchase pension insurance, medical insurance, unemployment insurance, workplace injury
insurance and maternity insurance for our employees and personal injury insurance for our overseas and on-
site workers pursuant to the relevant PRC laws and regulations.

Consistent with what we believe to be customary practice in China, we do not carry any third-party
liability insurance to cover claims in respect of personal injury or property or environmental damage arising
from accidents on our property or relating to our operations, nor do we carry any business interruption
insurance or key-man life insurance on our key employees. Such insurance are not mandatory according to the
laws and regulations of the PRC or would impose additional costs on our operations, which would reduce our
compeltitiveness against our competitors in the PRC. See “Risk Factors — Risks relating to our business
operations — Certain of our businesses expose us to potential liability claims”.
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Our Directors believe that we maintain adequate insurance coverage that is consistent with our risk of
loss and industry practice. We will continue to examine and evaluate the risks of our Company, and will make
necessary and appropriate adjustments to our insurance policies according to our needs and the customary
practice in the PRC.

LEGAL PROCEEDINGS

As of the Latest Practicable Date, we had initiated three individual legal proceedings against three
independent counterparties. The total relief sought against these three counterparties amounted to
RMB253.4 million. We believe that the outcome of these three legal proceedings will not have a material
adverse impact on our financial position and business operations due to the amount of relief sought and the
fact that these proceedings arose from the ordinay course of our business.

In November 2007, a proceeding was initiated by the Court of Final Appeal of the Macau Special
Administrative Region against the former Secretary for Transport and Public Works of Macau for alleged
bribery and corruption. In a separate legal proceeding, a director of Chon Tit Macau Investment and
Development, one of our indirect subsidiaries in Macau, was prosecuted as a defendant in relation 1o this
incident which related to certain contracts we were awarded in Macau during the period the former Secretary
of Transport and Public Works of Macau was in position. The director retired at the end of December 2007
due to health problems. Since the legal proceeding is still in its early stage, we are unable to predict the
outcome of the judgment. Based on the legal advice of our special counsel in Macau, our Company will not be
criminally liable under the laws of Macau. However, should our former employee be found liable in this
proceeding, our Company may be liable for damages in this regard. Notwithstanding the outcome of the
proceeding, we believe that this incident will not have a material impact on our business operations.

Except for the above legal proceedings, neither we nor any of our subsidiaries is a party to any other
litigation or arbitration of which the relief sought amounts to more than RMB50 million, and no material
litigation, arbitration or claim is known to us to be pending or threatened by or against us or our subsidiaries or
with respect to any of our properties or operations.

EMPLOYEES

As of 31 December 2006 and 30 November 2007, we had 183,308 and 180,986 on-duty employees,
respectively. The following table sets out the number of on-duty employees by position:

Number of on-duty'!! Employees

As of As of
31 December 2006 30 November 2007

Operational, Constructing, Maintenance and Production

Construction Operations .. ...... ... . c.viiiiiiiiannn e 142,797 140,988
Survey, Design and Consultancy Operations ................... 3,847 3,802
Manufacturing Operations .......... ... ... . o .. 7,515 7,410
Other Operations ... v e e 2,563 2,534
SUb-total ..o e e 156,912 154,924
Management, Financial and Administrative . ..................... 16,498 16,289
Research and Development, Technical Support................... 3,666 3,619
Sales and Promotional . .. .. .. ... .. .. e 2,932 2,896
L 31 4T~ T 3,300 3,258

Total ... e e 183,308 180,986

(1) "On-duty employees’ are those that work and receive salary or wages or other forms of remuneration from our Company.
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As of 31 December 2006 and 30 November 2007, we had 54,527 and 53,182 off-duty employees,
respectively, which mainly included personnel subject to early retirement and post assignment, whose living
expenses and insurance were already reserved in state assets and we do not bear other costs in relation to these
off-duty employees. We follow the “Settlement Regulations for Extra Employees of State Owned Enterprises”
(State Council (1993) No. 111 Order) to provide welfare and benefit of these off-duty employees,

The salaries of our employees are mainly dependent on seniority and performance, and total
compensation includes allowances, performance-based bonuses and special awards. For the years ended
31 December 2004, 2005 and 2006 and the eleven months ended 30 November 2006 and 2007, the total
amount of salaries, bonuses and allowances paid by us to our employees was RMB6,186.4 million,
RMB6,357.5 million, RMB7,884.6 million RMB7,167.7 million and RMB7,989.4 million, respectively.

Employces also receive welfare benefits including medical insurance, pension insurance,
unemployment insurance, maternity insurance, workplace injury insurance, employee’s housing fund and other
benefits. According to applicable regulations, the premiums for basic pension insurance and unemployment
insurance are contributed pursuant to PRC national, provincial and municipal regulation, among which basic
pension insurance is contributed according to the national standard of 8% by the employee and 20% to 23% by
the employer. Except for the above annual contributions, we are not responsible for other employee benefits.
For the years ended 31 December 2004, 2005 and 2006 and the ¢leven months ended 30 November 2006 and
2007, we contributed employee benefits of RMB1,002.5 million, RMBI1,092.2 million, RMB1,393.1 million,
RMB1,270.4 million and RMB1,589.5 million, respectively. We also contribute to the housing reserve fund in
accordance with applicable PRC regulations.

Employees must contribute 1% of their wages to unemployment insurance and employers must pay a
corresponding rate of 2% of employee wages to unemployment insurance. Workplace injury insurance rates
vary with different industries, ranging from 0.5% to 1.5% of employees’ wages. We currently pay a 1% rate for
workplace injury insurance. The contribution rate for medical insurance is set out in local regulations.

Currently, except for short-term temporary workers directly hired by us, all of our employees are hired
pursuant to the terms of a written employment contract, which specifies the employee’s position,
responsibilities, remuneration and grounds for termination. We enter into short-term labor contracts (with a
term of under one year) with certain temporary workers. The temporary workers are managed by the entity
with which the worker is placed, and the wages, benefits and insurance are borne by the dispatching entity as
stipuiated in the labor contract.

Employees of our Company are protected by labor unions. We encourage employee participation in the
management of our Company. The operating entities of our Company and our subsidiaries have separate
branches of the labor union. We have not experienced any strikes or other labor disturbances which have
interfered with our operations, and we believe that we have positive relations with our employees.

We have been advised by Beijing Deheng Law Office, our PRC legal adviser, that the new PRC Labor
Contract Law calls for much stricter requirement in HR departments in terms of signing labor contracts with
employees, stipulating probation and violation penalties, dissolving labor contracts, paying remuneration and
economical compensation as well as social security premiums. We are requested to take a variety of intensified
measurements to improve our employment relationship management and practically fulfill our statutory
obligations accordingly. In addition, we shall also choose the forms of employment in accordance with the new
law, particularly on worker service dispatches. The legal interpretation in this regard made by the competent
central government authority provides that the term of worker service dispatch shall not exceed six months or
otherwise the employer shall hire workers through ordinary employment. As for dispatch provided by law, the
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accepling entity is required to provide the corresponding working conditions and labor protection, pay overtime
remunerations and performance bonuses and provide benefits relevant to the position. The accepting entity
should not in turn dispatch the workers to any other employer. The new PRC Labor Contract Law provides
that the accepting entity and the dispatching entity shall bear joint and several liability of compensation if any
damage is caused to the legitimate right and interests of workers dispatched. Therefore the new regulations
strengthened the protection to dispatched workers. In general, we believe that the new PRC Labor Contract
Law will help us to establish a more stable and harmonious labor relationship between our employees and us.
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RELATIONSHIP WITH CRCCG

OVERVIEW

The Company was established on 5 November 2007 with CRCCG as the sole promoter. CRCCG
owned 100% of the share capital of the Company immediately prior to the A Share Listing. Immediately after
the completion of the A Share Listing, CRCCG will own approximately 76.6% of the issued share capital of
the Company. Immediately after the completion of the A Share Offering and the Global Offering, CRCCG
will own approximately 64.4% of the issued share capital of the Company if the Over-allotment Option is not
exercised (or approximately 62.9% if the Over-allotment Option is exercised in full), and will be the
controlling shareholder of the Company.

Pursuant to the Restructuring Agreement, CRCCG transferred to the Company substantially all of its
assets, liabilities and interests relating to its construction operations, survey, design and consultancy
operations, manufacturing operations, real estate development, capital investment and logistics operations,
with the exception of five BOT projects and certain other ancillary businesses. After the completion of the
Restructuring, CRCCG itself no longer has the necessary licences to engage in our core businesses and will no
longer have independent capability to engage in business which is similar to our core businesses, nor will it
engage in any construction operations. CRCCG will function as our holding company and CRCCG will not
conduct any business operations other than the Retained Operations.

Our core businesses are construction operations, survey, design and consultancy operations,
manufacturing operations, real estate development, capital investment and logistics operations.

DELINEATION OF BUSINESS AND COMPETITION

As part of our Restructuring, certain businesses and operations have been retained by CRCCG, a
summary of which is setl out below.

The retained businesses and operations of CRCCG (the “Retained Operations™) principally include:

®  Retained BOT Projects — CRCCG has retained controlling interests in five retained BOT project
companies (the “Retained BOT Projects™). The Retained BOT Projects are retained by CRCCG
because: (1) all concession agreements relating to the Retained BOT Projects have provisions
restricting assignment during the building period, thereby prohibiting the transfer of CRCCG’s
interests at the building stage; and (2) some projects are under negotiations with the relevant local
authorities for increased amount of compensation with regard to expropriation of land, which
results in the actual amount of such compensation paid exceeding the original budget. In addition
to the above, upon completion of the projects, any future transfer of CRCCG’s interests is subject
to the pre-emptive rights of the joint venture partics to the project agreements. Particulars of the
Retained BOT Projects are as follows:

> CRCCG owns an 80% equity interest in Chengqing Tiefa Suiyu Highway Co., Ltd., which
has a 111.8 km highway project from Chongqing City to Suining City of Sichuan Province.
The other investor in the project is an independent third party. The board of directors of
the project company comprises six members, three (one member of senior management
and two employees} of which are holding positiens in the Company. Construction works of
the project commenced in December 2003. Phase I of the project has been opened to
traffic since October 2006, while phase 11 of the project has been opened to traffic since the
end of 2007, The concession period of the project is 30 years (i.e. building period of
three years and operation period of 27 years) commencing from December 2004 to
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December 2034. The total investment of the project is RMB4,747 million. The actual
investment contributed by CRCCG as at the Latest Practicable Date was approximately
RMBI1,328.8 million. As at 30 September 2007, the unaudited total asset value of the
project company was approximately RMB3,264 million and its unaudited net asset value
was approximately RMB1,384 million. For the nine months ended 30 September 2007, the
project company has not generated any revenue. A transfer of equity interest in Chongging
Tiefa Suiyu Highway Co., Ltd. is subject to the pre-emptive right of the other joint venture
partner, unless the transfer is from a joint venture partner to its related party. Since the
project is subject to further negotiations with the relevant local authorities in relation to the
amount of compensation with regard to expropriation of land, we consider that it is
currently not appropriate for us to include the project in our Company.

CRCCG owns an 80% equity interest in Nanjing Changjiang Tunnel Co., Ltd., which has
a 6.2 km cross — Changjiang river tunnel project from Nanjing City centre to the Pukou
region of Jiangbei, Nanjing. The other investors in the project are independent third
parties. Construction works of the project commenced in September 2005 and is expected
to be completed in September 2009. The concession period of the project is 30 years
(i.e. building period of approximately three years and operation period of 27 years)
commencing from October 2005 to October 2035. The board of directors of the project
company comprises eight members, two (one Director and one employee) of which are
holding positions in the Company and four of which are holding positions in our
subsidiaries. The total investment of the project is RMB3,318 million. The actual
investment contributed by CRCCG as at the Latest Practicable Date was approximately
RMB833.2 million. As at 30 September 2007, the unaudited total asset value of the project
company was approximately RMBI1,122 million and its unaudited net asset value was
approximately RMB1,042 million. For the nine months ended 30 September 2007, the
project company did not generate any revenue. Since the project is in the process of being
built and, pursuant to the project agreement, CRCCG’s equity interest in the project
company cannot be transferred to any party during the building stage, we consider that it is
currently not suitable for us to include the project in our Company.

CRCCG owns a 70% equity interest in Beijing Tongda Jingcheng Highway Co., Ltd.,
which is the project company responsible for the development of Jingcheng Highway
Phase Two, a 49.7 km highway project from the 6th Ring Road of Beijing City to Miyun
County. The other investor in the project is an independent third party. The board of
directors of the project company comprises five members, two (one member of senior
management and one employee) of which are holding positions in the Company.
Construction works of the project commenced in May 2004 and the relevant section of the
highway has been formally opened to traffic since October 2006. The concession period of
the project is 28 years (i.e. operation period, excluding building period of 28 months)
commencing from September 2006 to September 2034. The total investment of the project
is RMB3,919 million. The actual investment contributed by CRCCG as at the Latest
Practicable Date was approximately RMB896.0 million. As at 30 September 2007, the
unaudited total asset value of the project company was approximately RMB3,571 million
and its unaudited net asset value was approximately RMB1,220 million. For the nine
months ended 30 September 2007, the unaudited net loss of the project company was
approximately RMB44 million. Since the project is subject to further negotiations with the
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relevant local authorities in relation to the amount of compensation with regard to
expropriation of land, we consider that it is currently not appropriate for us to include the
project in our Company.

CRCCG owns a 55% equity interest in Xianyang Zhongtie Road and Bridge Co., Ltd.,
which has a 1.9 km bridge project in the western part of Xianyang City, Shaanxi Province,
A 35% equity interest was previously held by China Railway 20th Bureau Group Co., Ltd.
(one of our subsidiaries) which, pursuant to our Restructuring, had been transferred to
CRCCG pending completion of the transfer procedures. Subject to completion of the
transfer and before the completion of the disposal below, CRCCG will have a 90% equity
interest in the project company. The remaining 10% equity interest in this project company
is held by an independent third party. The board of directors of the project company
comprises seven members, four (one member of senior management and three employees)
of which are holding positions in the Company and two of which are holding positions in
our subsidiaries. The total investment of this project is RMBI120 million. The actual
investment contributed by CRCCG as at the Latest Practicable Date was approximately
RMB36 million. Construction works of the project commenced in May 2003 and the
bridge has been formally opened to traffic since September 2004. The concession period of
the project is 25 years (i.e. operation period, excluding building period of 14 months)
commencing from July 2004 to 30 June 2029. As at 30 September 2007, the unaudited
total asset value of the project company was approximately RMB116 million and its
unaudited net assct value was approximately RMB45 million. For the nine months ended
30 September 2007, the unaudited net profit of the project company was approximately
RMB0.39 million. Prior to the commencement of our Restructuring, CRCCG and China
Railway 20th Bureau Group Co., Ltd. had registered to dispose of a 70% equity inlerest in
the project company through China Beijing Equity Exchange because of the small
investment size of this project company, which results in relatively high management cost.
CRCCG is negotiating with the buyer for details of the disposal but without significant
progress to date.

CRCCG owns a 90% cquity interest in Guangdong Chaojie Highway Co., Lid,, which has
a 29.3 km highway project from Chaozhou to Jieyang in Guangdong Province. The other
investors in the project are independent third parties. The board of directors of the project
company comprises len members, eight (one Director and seven employees) of which are
holding positions in the Company. The total investment of this project is
RMBI1.623 million. The concession peried of the project is 25 years (i.e. building and
operation period) commencing from April 2004 to April 2029. The project agreement was
signed in April 2004, but, due to disagreement among the joint venture partners, the
project was terminated at or around the end of 2006. Prior to the termination of its project,
Guangzhou Chaojie Highway Co., Ltd. only commenced some pre-construction works,
such as site clearance, construction of temporary structures. As at the Latest Practicable
Date, CRCCG had not injected any capital into the project company but expended
approximately RMB11.9 million as management expenses for the project. Prior to the
commencement of our Restructuring, CRCCG approached the other partics to the
concession agreement 10 vary the restriction against assignment during the building period
but without success, CRCCG is exploring other possibilities to dispose of its equity
interests in this project.
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o Construction Support Services— CRCCG has retained minority equity interests in five survey
companies, two construction supervision services companies and one construction testing
company, which are engaged in the provision of construction contracting support services
(*“Construction Support Services”); and

e Anciflary support services — CRCCG has retained some ancillary businesses including hospitals,
nurseries, printing, property management, hotels ete {“Ancillary Support Services”).

The Directors believe that the Retained BOT Projects themselves do not pose any competition with
our core businesses as we do not have BOT projects at the same locations serving the same customers and
purposes, nor are they substitutes or alternative means of traffic of any of our BOT, BT and BOO for
customers or users, Three of the Retained BOT Projects are highway projects, which are located in
Chongging, Beijing and Guangdong province, respectively, whereas the only highway BOT project that we
have is in Harbin. As for road and bridge projects, CRCCG has one Retained BOT Project which is a road
and bridge combined project and is located in Xianyang City, Shaanxi province. We have one BT road project,
which is located in Taizhou (Jiangsu province), two BT bridge projects located in Changzhou (Jiangsu
province) and Chonggqing, respectively, and one combined road and bridge BOT project in Jiyang (Shandong
province). None of them is located in the vicinity of Xianyang City. The remaining Retained BOT Project is a
cross-Changjiang tunnel in Nanjing and although we also have a cross-Changjiang bridge project in
Chonggqing, the two of them do not have any competition with each other because of the difference in
locations. Our other BOT, BT and BOO projects are railways and metropolitan railways projects which are
different from the Retained BOT Projects in terms of location, customers and purposes.

The Retained BOT Projects are managed and operated by their respective project companies, which
have their respective boards of directors and senior management. The necessary concession rights to carry out
construction and operations of the Retained BOT Projects are held by the relevant project companies. After
our Restructuring, CRCCG has only retained majority equity interests in the project companies of such
Retained BOT Projects and no longer has the capability to manage and/or operate BOT or similar projects,
nor does it or will it have the capability to manage and/or operate any new BOO, BT or PPP projects, or the
capability to compete with us.

Construction Support Services are categorized as ancillary businesses or assets, which, according to the
relevant State regulations in relation to separation of main and ancillary businesses, are subject to further
separation of main and ancillary businesses procedures and therefore are not suitable to be included in our
Company. These operations are principally engaged in the provision of ancillary construction survey and
supervision services, such as photocopying and printing of construction drawings, provision of labor services
and railway survey services etc. For each of the three years ended 31 December 2006, the Construction
Support Services generated unaudited revenue of approximately RMB309.7 million, RMB506.2 million and
RMB357.0 million, respectively, and incurred unaudited net profit (loss) of approximately RMB1.8 miliion,
(RMB3.4 million) and RMBI15.0 million, respectively. As at 31 December 2004, 2005 and 2006, the
unaudited net asset value of the Construction Support Services were approximately RMB100.1 million,
RMBI120.5 million and RMBI169.5 million. Compared to our revenue, profit and net asset value (see
“Appendix | — Accountants’ Report”), the Construction Support Services are small scale operations or of
negligible size, and some of them are running at a loss and will be dissolved or disposed of by CRCCG
gradually. CRCCG is in the process of dealing with or disposing of the Construction Support Services and
expects that such dealing or disposal will be completed by the end of 2009. The Construction Support Services
do not pose any competition with our core businesses as they are small in scale and do not have the capacity to
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compete with us. In respect of the Ancillary Support Services, certain companies in relation thereto have
ceased operations or are pending to be deregistered.

The Directors are of the view that the Retained Operations do not pose any competition or potential
competition with our core businesses. Notwithstanding this, CRCCG entered into the Non-Competition
Agreement (referred to below) by agreeing not to compete, either directly or indirectly, with us and by
providing us with options and pre-emptive rights to purchase the Retained Operations. With the
implementation of the protective measures as described in “Non-Competition Agreement” below, the
Directors believe that we will not face competition from CRCCG. In connection with our Restructuring, we
have entered into a number of agreements and arrangements to regulate our transactions with CRCCG. For
details of such agreements and arrangements, see “Connected Transactions”,

Non-Competition Agreement

The Company entered into a Non-Competition Agreement with CRCCG on 5 November 2007, under
which CRCCG agreed not to compete with us in our core businesses and granted us options and pre-emptive
rights to acquire the Retained Operations from CRCCG.

CRCCG has undertaken in the Non-Competition Agreement that it will:

e  during the term of the Non-Competition Agreement, not compete with us, directly or indirectly,
whether on its own or jointly with other entities in any activities or businesses which competes
with our core businesses, whether inside or outside the PRC;

¢  procure that any other company in which CRCCG is a controlling shareholder will not compete
with us; and

®  qnot participate, whether directly or indirectly, in the management and operation of any new BOT,
BOO, BT cr PPP projects and not bid for any new BOT, BOO, BT or PPP projects.

Pursuant to the Non-Competition Agreement, CRCCG has granted us:

® an option to purchase any of the Retained Operations, subject te any relevant laws and applicable
listing rules and existing joint venture parties’ pre-emptive rights (if any); and

¢ pre-emptive rights to purchase any of the Retained Operations on terms no less favorable than
those of third parties, if CRCCG or any of its associates intends to transfer, sell, lease or license
such interests to any third party. Upon the exercise of such option or pre-emptive right, CRCCG
shall transfer such interest to us.

In addition, pursuant to the Non-Competition Agreement, CRCCG has undertaken that if CRCCG
becomes aware of a business opportunity which directly or indirectly competes, or may lead to competition,
with our core businesses, CRCCG or any of its subsidiaries will notify us of such business opportunity
immediately upon becoming aware of it. CRCCG shalt also procure the companies of which CRCCG are
controlling sharcholders to comply with this provision.

In relation to our pre-emptive rights described above, under the Non-Competition Agreement,
CRCCG must notify us before the transfer of its relevant interest to a third party. Such notice must set out the
full terms of the proposed transfer and any information which may reasonably be required by us, so that we
can be provided with sufficient details to make an informed decision as to whether we ought to exercise the
pre-emptive rights. Any decision on whether to exercise the pre-emptive rights will be made by the
independent non-executive Directors.
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CRCCG will conduct semi-annual working meetings with ali of its subsidiaries, including us. Members
of the senior management of the Company will represent us at these meetings, at which they may make
enquiries of the performance of the Retained Operations to enable us to consider whether exercising the
options is in our interest. In addition, CRCCG has undertaken to provide and to procure the provision to our
Company of such other information as may be necessary for us to properly consider whether to exercise the
options under the Non-Competition Agreement. Based on the information provided by CRCCG, the
independent non-executive Directors will consider and decide whether any option or pre-emptive right should
be exercised. When considering whether to exercise any options or pre-emptive rights, the independent non-
executive Directors will consider various factors including, among other things, (i) whether the Retained
Operations to be acquired accord with our then development strategy; (ii) whether consents from the joint
venture partners, if necessary, can be obtained; and (iii) the performance of the business and prevailing
market conditions, for instance, in respect of the Retained BOT Projects, whether such Retained BOT Project
has reached a sufficiently mature stage that it would be in the interest of our Company and our Shareholders
as a whole to exercise the options or pre-emptive rights. The independent non-executive Directors may, where
necessary and at our cost, engage an independent financial adviser to advise them. As the Retained Operations
are State-owned assets, any transfer of such Retained Operations will be independently valued based on
acceptable PRC valuation principles and consents of the relevant government authorities have to be obtained
before any such transfer, if applicable. Further, any exercise or non-exercise of any option under the Non-
Competition Agreement would constitute a connected transaction. When the Company decides whether to
exercise or not to exercise any option or any pre-emptive right under the Non-Competition Agreement, the
Company shall comply with the disclosure requirements under the Hong Kong Listing Rules, and shall
disclose the decision in our annual report or announcement.

The independent non-executive Directors will review on an annual basis the compliance by CRCCG
with the Non-Competition Agreement and the results of such reviews will be disclosed in our annual reports
or by way of announcement to the public. CRCCG has undertaken to provide us with all information for the
annual reviews by the independent non-executive Directors and the enforcement of the Non-Competition
Agreement. In addition, CRCCG has taken to make a statement in our annual report relating to its
compliance with the Non-Competition Agreement.

The Non-Competition Agreement took effect on 5 November 2007 and shall remain effective until the
earlier of (a) the date on which CRCCG directly or indirectly beneficially holds less than 30% of issued share
capital of the Company; and (b) the date on which the Shares cease to be listed on the Hong Kong Stock
Exchange or the Shanghai Stock Exchange.

INDEPENDENCE FROM CRCCG
Having considered the following factors, we are satisfied that we can conduct our business
independently from CRCCG and its associates after the Global Offering:
Management independence

The Board comprises nine Directors. Three members of the Board, namely, Mr. Li Guorui, Mr. Ding
Yuanchen and Mr. Jin Puging, are also directors of CRCCG. The appointments of all the directors of
CRCCG have been designated by SASAC.
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Set out below is a table summarizing the positions held by the Directors at the Company and CRCCG:

Directors Position with the Company Position with CRCCG
LiGuorui ... Chairman and Non- Chairman and General Manager
executive Director
Ding Yuanchen .............. .. ... .. .. Vice Chairman and Vice Chairman
Executive Director
JnPuging......... .. .. ... oL Executive Director, Director
President

Mr. Li Guorui, being the chairman and a non-executive director of the Company, is principally
responsible for formulating our corporate and business strategies and making major corporate and operational
decisions of our Company but he is not involved in our day-to-day management. Mr. Ding Yuanchen, being
the vice chairman and an executive director of the Company, is principally responsible for assisting the
chairman in formulating our corporate and business strategies and making major corporate and operational
decisions of our Company. Mr. Jin Puging, being the president and an executive director of the Company, is
responsible for our administration and day-to-day management. Please refer to “Directors, Supervisors and
Senior Management” for technical knowledge, expertise and experience of the overlapping Directors.

Since CRCCG will simply function as our holding company and that CRCCG will not conduct any
husiness operations other than the Retained Operations, the roles of Mr. Li Guorui, Mr. Ding Yuanchen and
Mr, Jin Puqing in CRCCG are non-executive in nature, Since after our Restructuring, CRCCG no longer has
any business other than the Retained Operations, which have their own boards and management teams,
Mr. Li Guorui, Mr. Ding Yuanchen and Mr. Jin Puging do not have to participate in the day-to-day
management of the Retained Operations. All of these overlapping Directors will allocate substantially all of
their time to our operations and management.

Other than Mr. Li Guorui, Mr, Ding Yuanchen and Mr. Jin Puqging, none of the Directors, Supervisors
or senior management members of the Company holds any position in CRCCG. Approximately 35 employees
of our Company are still holding positions in the project companies of the Retained BOT Projects due to the
fact that such employees have been transferred from CRCCG to us as part of our Restructuring. Among such
employees, Mr. Li Guorui is currently the chairman of the board of directors of Nanjing Changjiang Tunnel
Co., Ltd and Mr. Hu Zhenyi, being a member of the senior management of the Company, is also the
chairman of the boards of directors of Xianyang Zhongtic Road and Bridge Co., Lid. and Guangdong Chaojie
Highway Co., Ltd, and a director of the boards of directors of Beijing Tongda Jingcheng Highway Co., Ltd.
and Chongqing Tiefa Suiyu Highway Co., Ltd.. Our employees who hold positions in the project companies of
the Retained BOT Projects receive no remuneration for their services provided to the Retained BOT Projects.
The provision of such services is regulated by the Construction and Related Services Framework Agreement
entered into between the Company and CRCCG dated 5 November 2007 (as supplemented by a
supplemental agreement dated 29 January 2008). See “Connected Transactions” for further details of the
Construction and Related Services Framework Agreement. We confirm that the directors and members of the
senior management of the Retained BOT Projects who are holding positions in our Company will resign from
the relevant project companies before the end of 2008. Save as disclosed in this Prospectus, such overlapping
employees (including the overlapping Directors) do not hold any other positions in CRCCG and we do not
have other employees who are holding positions in CRCCG,

Upon completion of our Restructuring, CRCCG docs not have the necessary business licences and
does not have the capability to independently engage in any business which is similar or likely to compete with
our core businesses. The Directors expect that any conflicts of interest situation involving CRCCG or its
associates will be unlikely to arise. In the event of any conflicts of interests, we believe that we have sufficient
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and effective control mechanism to enable the Directors to discharge their duties appropriately, avoid potential
conflicts of interests and safeguard the interests of our sharcholders as a whole on the following grounds:

® CRCCG entered into the Non-Competition Agreement by agreeing not to compete, either
directly or indirectly, with us and by providing us with options and pre-emptive rights to acquire
the Retained Operations. Any decision on whether to exercise the options or pre-emplive rights
will be made by the independent non-executive Directors. A set of protective measures has been
adopted by our Company to ensure the implementation of the Non-Competition Agreement, deal
with potential conflicts of interests and safeguard the interests of our shareholders as a whole.
Details of such protective measures have been set out in “Relationship with CRCCG — Non-
Competition Agreement”.

e According to the Articles of Association, all conflicted or overlapping Directors shall absent
themselves from such board meetings or such part of the meetings when matters involving our
Company and CRCCG and/or matters in which any such Director or his associates have a
material interest are discussed, nor can such overlapping Directors vote on any resolution in
relation to such matters. Any such resolution will only be passed by the affirmative votes of at lcast
half of the total number of the voting Directors who are not associated with any proposed counter-

party.

e  The overlapping Directors will allocate substantially all of their time to our management and
operation and will continue to undertake the same duties as before our Restructuring.

¢  None of the overlapping Directors has any shareholding interests in our Company or CRCCG.
Their appointments to CRCCG are made by SASAC and their duties are limited to managing the
organization in accordance with the authorization of SASAC, who is the ultimate shareholder of
the Company.

¢ All the Directors, including the overlapping Directors, will not receive any remuneration, benefits
and rewards from CRCCG.

Operational independence

Pursuant to the Restructuring Agreement, CRCCG has transferred to us substantially all of its assets,
liabilities and interests of its construction operations, survey, design and consultancy operations,
manufacturing operations, real estate development, capital investment and logistics operations. The chains of
production, supply and sales of the above businesses are complete, and their operations are independent. We
and CRCCG do not have any common or shared facilitics or resources and we have independent access to
customers and suppliers. We hold all relevant licences that are material to our business operations and have
sufficient operation capacity in terms of capital, equipment and employees to operale our business
independently from CRCCG.

CRCCG has retained controlling interests in the Retained BOT Projects and minority interests in
construction ancillary operations including printing of construction drawings and provision of labor services,
etc. To govern the transactions between CRCCG and our Company arising from the Retained Operations,
CRCCG and the Company have entered into several connected transaction agreements. The terms and
conditions of these agreements are on normal commercial terms which we believe to be fair and reasonable
and in the interests of our shareholders as a whole. We have entered into the Property Leasing Framework
Agreement, Land Use Rights Leasing Framework Agreement, Construction and Related Services Framework
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Agreement and Services Mutual Provision Agreement with CRCCG. Further details about these transactions
between our Company and CRCCG are set out in “Connected Transactions”.

Further, the operationa!l decisions of our Company are made by and through our sharcholders’ meeting,
the Board, the supervisory committee and the management of the Company according to their respective
duties.

We have our own organizational structure comprised of independent departments and business and
administrative units, each with specific areas of responsibility. In addition to maintaining a set of
comprehensive internal control procedures to facilitate the effective operation of our business, we have
adopted a comprehensive set of protective measures to avoid conflicts or potential conflicts of interest and to
safeguard the interests of our sharcholders as a whole. Further details of such measures have been set out in
“Relationship with CRCCG — Independence from CRCCG — Management Independence”. We have also
adopted protective measures to ensure the enforceability of the Non-Competition Agreement between our
Company and CRCCG. For further details of the enforceability of such protective measures, see
“Relationship with CRCCG — Non-Competition Agreement”. We have also adopted a set of corporate
governance manuals, such as Shareholders Meeting Manuals, Board Meeting Manuals, Rules on the Conduct
of Connected Transactions ete., which set out the corporate governance framework of our Company.

Based on the above reasons, the Directors are of the view that there is no operational dependence by us
on CRCCG.

Financial independence

We will settle all amounts due from us to CRCCG and its associates prior to the H Share Listing. All
guarantees provided to us by CRCCG and its associates have been released. We have sufficient capital and
banking facilities to operate our business independently, and have adequate internal resources, a strong credit
profile to support our daily operations and independent access to third party financing. See “Financial
Information — Working capital”.

We have our own finance department and have established our own internal control and accounting
systems, and independent treasury function for cash receipts and payments. We have an independent bank
account, have made independent tax registrations and have employed a sufficient number of dedicated
financial accounting personnel.
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OUR RESTRUCTURING

The Company was established on 5 November 2007 as a joint stock limited company under the PRC
law. Pursuant to the Restructuring Agreement, CRCCG transferred to the Company substantially all its
assets, liabilities and interests related to its construction operations, survey, design and consultancy operations,
manufacturing operations and other operations including real-estate development and logistics, with the
exception of certain operations that are clearly delineated from our businesses. After the completion of the
Restructuring, CRCCG will no longer retain any licences in respect of construction contracting, nor will it
provide any construction services. For further details regarding the Restructuring, see “Restructuring”.

Restructuring Agreement

On 5 November 2007, CRCCG and the Company entered into the Restructuring Agreement. Under
the Restructuring Agreement, CRCCG has made various representations and warranties in relation to the
businesses, assets, liabilities and interests transferred to the Company under the Restructuring, and has agreed
to be responsible for all tax liabilities associated with such transferred businesses, assets, liabilities and
interests incurred before the Restructuring. CRCCG has also agreed to indemnify the Company against
claims, losses or expenses incurred by the Company in connection with or arising from, among other things:

® any breach of any provision of the Restructuring Agreement on the part of CRCCG Group
(excluding our Company);

e the businesses, assets, liabilities and interests retained or held by CRCCG following the
Restructuring;

® any rights and interests in relation to all employees of the Company who were employed by
CRCCG Group before the Restructuring for the period of their employment by CRCCG Group;

e any title defect in respect of properties being acquired by the Company prior to our
Restructuring; and

®  any litigation or other claims against the Company that relate to events or circumstances occurring
before the effective date of the Restructuring in relation to businesses, assets, liabilities and
interests transferred to the Company under the Restructuring, except those that are disclosed and
provided for in the audited financial statements.

Non-Competition Agreement

In connection with the Restructuring, CRCCG and the Company entered into a Non-Competition
Agreement on 5 November 2007. Under the Non-Competition Agreement, CRCCG has undertaken to the
Company that, for so long as such agreement remains effective, it shall not, and shall procure its associates
(excluding our Company) not te, directly or indirectly and in whatever manner, engage, participate or be
interested in, or provide support to, any business or activity which competes or may compete with our current
or future core businesses. CRCCG has also granted us an option and pre-emptive rights to acquire certain
interests retained by CRCCG following our Restructuring and certain future business. Further details about
the Non-Competition Agreement are set out in “Relationship with CRCCG”.
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Implications under the Hong Kong Listing Rules

Any transaction that might take place after the H Share Listing pursuant to any agreement or
arrangement described in this “— Our Restructuring” is made in the performance of the relevant transaction
already entered into before the H Share Listing, Such transaction will therefore not constitute connected
transactions or centinuing connected transactions of the Company under Chapter 14A of the Hong Kong
Listing Rules, and will not be subject to further regulatory requirements under the Hong Kong Listing Rules,
except as described in “Relationship with CRCCG — Non-Competition Agreement”.

CONNECTED PERSONS

In addition to the Restructuring Agreement and the Non-Competition Agreement, the Company has
entered into certain other agreements or transactions with entities which will become connected persons (as
defined under Chapter 14A of the Hong Kong Listing Rules) of the Company upon the H Share Listing, and
such agreements or transactions will, constitute connected transactions or continuing connected transactions of
the Company under the Hong Kong Listing Rules. These entities include:

(i) CRCCG: Immediately following completion of the Global Offering, CRCCG will own
approximately 64.4% of the Company’s then issued share capital if the Over-allotment Option is
not exercised (or approximately 62.9% if the Over-allotment Option is exercised in full).
CRCCG will therefore be the controlling shareholder of the Company, and hence a connected
person of the Company by virtue of Rule 14A.11(1) of the Hong Kong Listing Rules.

(ii) Certain associates (as defined under Chapter 19A of the Hong Kong Listing Rules) of CRCCG,
excluding us. Such associates will be connected persons of the Company by virtue of
Rule 14A.11(4) of the Hong Kong Listing Rules.

CONTINUING CONNECTED TRANSACTIONS

Exempt Continuing Connected Transactions

The Company has entered into certain agreements or transactions which will, upon the H Share
Listing, constitute exempt continuing connected transactions of the Company. These transactions are made on
normal commercial terms where each of the relevant “percentage ratios™ calculated for the purpose of
Chapter 14A of the Hong Kong Listing Rules will, as the Directors currently expect, not be more than .1%
on an annual basis. By virtue of Rule 14A.33(3) (a) of the Hong Kong Listing Rules, these transactions are
exempt from the reporting, anncuncement and independent sharcholders’ approval requirements under
Chapter 14A of the Hong Kong Listing Rules, and they include:

1. Property Leasing Framework Agreement

Following the Restructuring, the Company has agreed to lease from CRCCG and its associates certain
buildings and properties in the PRC for general business and ancillary purposes. The Company and CRCCG
entered into a Property Leasing Framework Agreement on 5 November 2007 to regulate their relationship in
this regard. The principal terms of the Property Leasing Framework Agreement are as follows:

e  The properties leased to us from CRCCG and its associates comprise 133 properties occupying an
aggregate GFA of approximately 180,892 m* and are mostly for production and operation uses.

® We and CRCCG or its relevant associates shall enter into separate agreements to set out the
specific terms and conditions in respect of the relevant propertics leased according to the
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principles, and within the parameters, provided for under the Property Leasing Framework
Agreement.

®  In respect of the 56 buildings with an aggregate GFA of 51,339 m?, which are mainly for ancillary
use such as office for which CRCCG or its relevant associates have not yet obtained property
ownership certificates, CRCCG has agreed to grant a licence for us to use such properties, and has
undertaken to obtain the requisite property ownership certificates within one year from the date of
the Company’s incorporation.

e  We are entitled 1o lease additional properties from CRCCG during the term of the Property
Leasing Framework Agreement.

¢ CRCCG has agreed to indemnify us against any loss or damage we may suffer or incur because of
any issues relating to title arising from the use of such properties with title defect.

e [f CRCCG or its relevant associates intend to sell any property leased to us under the Property
Leasing Framework Agreement, we shall have the pre-emptive right to purchase such property
under the same terms offered to third parties.

e  Either party may, at any time before the Property Leasing Framework Agreement expires, by
giving not less than six months’ notice to terminate any lease made pursuant to and comprised
under such agreement, and the rentals will accordingly be reduced.

The validity of the lease in respect of the buildings without building ownership certificates is uncertain
and may be subject to challenge by a third party. CRCCG has undertaken in the Property Leasing Framework
Agreement to indemnify us in respect of any loss or damage we may suffer or incur because of any loss which
may arise from the use of any leased properties with title defects. Beijing Deheng Law Office, our PRC legal
adviser, is of the opinion that there arc no issues relating to those buildings which may materially affect our
operations.

The Property Leasing Framework Agreement is for a term of ten years commencing on 5 November
2007, being the date of incorporation of the Company, and is subject to renewal. The agreement is of a
duration longer than three years as otherwise normally permitted under the connected transaction regulatory
regime of the Hong Kong Listing Rules. The Company considers the term of the Property Leasing Framework
Agreement to be consistent with normal commercial terms and can secure long term property rights for us,
avoiding unnecessary disruptions to our business and enabling us to ensure long-term development and
continuity of its operations. The Joint Sponsors are of the view that it is consistent with normal business
practice for the Company to enter into the Property Leasing Framework Agreement with a term of longer than
three years. Sallmanns, the independent property valuer, is also of the view that it is normal business praclice
for property leasing agreements involving PRC properties to be of longer than three years and be such
duration.

Pricing

Under the Property leasing Framework Agreement, the rentals shall be determined and paid as
follows:

e  We shall pay annual rentals in an aggregate amount of up to approximately RMB16.77 million to
CRCCG and its relevant associales in respect of the buildings and properties leased to us.
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® The party taking up any lease shall also be responsible for all utility charges and other
miscellaneous expenses (property tax excluded) incurred in using the relevant property during the
term of the lease.

¢  The rentals are payable annually in arrears, and are subject to review and adjustments every three
years during the term of the Property Leasing Framework Agreement by reference to the
prevailing market rates. The adjusied rentals shall not exceed the then applicable market rates as
confirmed by an independent property valuer.

e  Further, any downward adjustment in rentals for such properties leased to us may be made at any
time during the term of the Property Leasing Framework Agreement notwithstanding the normal
three-year rental adjustment mechanism provided for under that agreement as described above.

Sallmanns has confirmed that the rentals under the Property Leasing Framework Agreement reflect,
and are no higher than the prevailing market rates.

Historical figures

The above property leasing arrangements did not exist during the three years ended 31 December 2006,
and were put in place as a result of the Restructuring. Accordingly, no relevant or comparable historical figures
are available or readily ascertainable.

Annual caps

The annual rentals payable by us as provided for under the Property Leasing Framework Agreement
are fixed at a maximum of RMB16.77 million subject to adjustments and taking into account market rates,
such adjustments may be made once every three years as described above. Such rentals are determined on the
basis of the relevant property valuation reports issued by independent qualified PRC property valuers, and
Sallmanns has confirmed that such rentals reflect the prevailing market rates. The total annual rentals payable
by us to CRCCG and its associates arc expected to be approximately RMBI19 million. This amount is
accordingly used as the propoesed annual cap for each of the three years ending 31 December 2009,

2. Land Use Rights Leasing Framework Agreement

Following the Restructuring, CRCCG and its associates have agreed to lease to us, subject to CRCCG
having obtained proper land use rights in respect thereof, certain land use rights in the PRC, representing 43
parcels of land occupying an aggregate gross site area of approximately 244,730 m?, for general business and
ancillary purposes. Our 144 buildings, with a total GFA of approximately 0.224 million m?, were built on these
43 parcels of allocated land for which CRCCG has no proper legal title. CRCCG signed an undertaking ietter
on 10 December 2007 pursvant to which CRCCG undertakes, on a best endeavour basis, to complete the
procedures for converting the allocated land use rights to granted land use rights in relation to the 43 parcels of
land within 12 months from the date of the establishment of the Company, and then either transfer or lease
the land use rights of such parcels of land to vs. See “Business - Propertics — Land use rights™ for further
details of these 43 parcels of allocated land. As such, the Company considers that it is important for us to
secure the tenure of these parcels of land and entered into a Land Use Rights Leasing Framework Agreement
with CRCCG on 5 November 2007 to agree to further enter into a lease agreement in relation to the lease of
these 43 parcels of land with the annual rental value to be finalized if CRCCG obtains proper land use right
title to such parcels of land. In the event that there are any material changes to the Land Use Rights Leasing
Framework Agreement, including the annual rental value, we will comply with the relevant requirements
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under Chapter 14A of the Hong Kong Listing Rules, including but not limited to obtaining independent
shareholders’ approval, if necessary. The principal terms of the Land Use Rights Leasing Framework
Agreement are as follows:

® We and CRCCG (or its relevant associate) shall enter into separate leases to set out the specific
terms and conditions in respect of the relevant parcel(s) of land leased according to the principles,
and within the parameters, provided for under the Land Use Rights Leasing Framework
Agreement.

e If CRCCG or its relevant associate(s) intend(s) to transfer any land use rights leased to the
Company under the Land Use Rights Leasing Framework Agreement, the Company shall have
the pre-emptive right to acquire such land use rights under the same terms offered to third parties.

®  Upen expiry of the Land Use Rights Leasing Framework Agreement, if CRCCG or its relevant
associate(s) intend(s) to continue any lease, we shall also have the pre-emptive right to lease the
relevant land use rights under the same terms offered to third parties, even if it has not exercised
its right of renewal.

& We are entitled to lease additional land use rights from CRCCG during the term of the Land Use
Rights Leasing Framework Agreement.

® In respect of those parcels of land for which CRCCG or its relevant associates have not vet
obtained land use rights certificates, CRCCG has undertaken to obtain the requisite land use
rights certificates within one year from the date of incorporation of the Company. CRCCG has
agreed to indemnify us against any loss or damage us may suffer or incur because of title issue
arising from the use of such parcels of land for which land use rights certificates have not been
obtained.

The Land Use Rights Leasing Framework Agreement shall be for a term of 20 years commencing from
5 November 2007 and shall be subject to renewal. The Land Use Rights Leasing Framework Agreement shall
be of a duration longer than three years as otherwise normally permitted under the connected transaction
regulatory regime of the Hong Kong Listing Rules. The Company considers the term of the Land Use Rights
Leasing Framework Agreement to be consistent with normal commercial terms and can secure long term
property rights for us, avoiding unnecessary disruptions to our business and enabling us to ensure long-term
development and continuity of its operations. The Joint Sponsors are of the view that it is consistent with
normal business practice for us to enter into the Land Use Rights Leasing Framework Agreement with a term
of longer than three years and for such duration.

We may, at any time before the Land Use Rights Leasing Framework Agreement expires, terminate
any lease made pursuant to and comprised under such agreement by giving three months’ notice, and the
rentals payable by us will accordingly be reduced.

Pricing

Under the Land Use Rights Leasing Framework Agreement, the rentals shall be determined and paid
as follows:

®  The current estimated aggregate annual rental is approximately RMB10.71 million but the final
rental will be finalized and determined by Sallmanns based on the then market rent of the 43
parcels of land at the time of the commencement of the lease.
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#  The rentals will be payable annually in arrears, and are subject to review and adjustments every
three years during the term of the Land Use Rights Leasing Framework Agreement by reference
1o the prevailing market rates in respect of similar parcels of land located in the same regions or
areas under comparable conditions, provided that the adjusted rentals shall not exceed the then
applicable market rates as confirmed by an independent property valuer.

e  Further, any downward adjustment in rentals may be made at any time during the term of the
Land Use Rights Leasing Framework Agreement notwithstanding the normal three-year rental
adjustment mechanism provided for under the agreement as described above.

Non-Exempt Continuing Connected Transactions

As a result of the Restructuring, the Company has also entered into certain other agreements or
transactions with CRCCG and other connected persons of the Company which will, upon the H Share
Listing, constitute non-exempt continuing connected transactions of the Company under Chapter 14A of the
Hong Kong Listing Rules. These transactions are as follows:

3. Construction and Related Services Framework Agreement

CRCCG has retained equity interests in the project companies of five BOT projects (the “Retained
BOT Projects”), namely, an 80% equity interest in Chongging Tiefa Suiyu Highway Co., Ltd., an 80% equity
interest in Nanjing Changjiang Tunnel Co., Ltd., a 70% equity interest in Beijing Tongda Jingcheng Highway
Co., Ltd., a 55% {subject to completion of the transfer procedures, 90%) equity interest in Xianyang Zhonglie
Road and Bridge Co., Ltd. and a 90% equity interest in Guangdong Chaojie Highway Co., Ltd. A summary of
the major particulars of the Retained BOT Projects is as follows:

Date or expected

Date of date of completion
Estimated total commencement of major
BOT project company investment of work construction works
Chongging Tiefa Suiyu Highway
Co., Ltd. RMB4,747 million December 2003 End of 2007
Nanjing Changjiang Tunnel Co,, Lid.  RMB3,318 million September 2005 September 2009
Beijing Tongda Jingcheng Highway
Co., Ltd. RMB3,919 million May 2004 October 2006
Xianyang Zhongtie Road and Bridge
Co., Lid. RMB120 million May 2003 September 2004
Guangdong Chaojie Highway Co., Ltd. RMB1,623 million December 2004 Terminated

For further information relating to the Retained BOT Projects, see “Relationship with CRCCG”. The
construction works of the project of Xianyang Zhongtic Road and Bridge Co., Ltd. have been completed.
Despite the fact that Chongging Tiefa Suiyu Highway and Beijing Tongda Jingcheng Highway have been
opened to traffic, certain construction works of these projects remain outstanding. In addition, the Nanjing
Changjiang Tunnel project is still under construction.

The major part of the construction works, including construction services and related services such as
construction, survey, design and supervision services (“Construction and Related Services”), of ¢ach of the
Retained BOT Projects (other than the Guangdong Chaojie Highway project which has been terminated) was
undertaken by certain of our subsidiaries under the existing construction contracts, which were awarded to our
subsidiaries by the Retained BOT Projects through a public bidding process and were entered into by our
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subsidiaries with the relevant project companies prior to our Restructuring. In respect of the three Retained
BOT Projects for which certain construction works remains outstanding, such Construction and Related
Services will continue to be carried out by our relevant subsidiaries according to the terms of the existing
construction contracts. Moreover, payments for the Construction and Related Services of the Retained BOT
Projects which have been completed will continue to be paid by the Retained BOT Projects to our relevant
subsidiaries after the H Share Listing. Such payments may include outstanding payments for works done and
release of guarantee or retention monies.

In addition, approximately 35 employees of our Company are holding positions in the project
companies of the Retained BOT Projects due to the fact that such employees have been transferred from
CRCCG to us as part of our Restructuring. These employees are currently providing limited management and
administrative services to the Retained BOT Projects. See “Relationship with CRCCG — Independence from
CRCCG — Management independence” for further details.

In order to regulate the business relationship between our Company and the Retained BOT Projects,
the Company and CRCCG entered into a Construction and Related Services Framework Agreement on
5 November 2007 (as supplemented by a supplementat agreement dated 29 January 2008). The principal
terms of the Construction and Related Services Framework Agreement are as follows:

®  Qur subsidiaries shall continue to provide construction and related services (including but not
limited to survey, design and supervision services) to the Retained BOT Projects, which have not
yet been completed.

®  The contracts in relation to the provision of construction and related services to the Retained BOT
Projects entered into with our subsidiaries shall continue to be performed by the relevant
contracting parties.

e  [f we (and our subsidiarics) and CRCCG (or its relevant associates) enter into further contracts
in relation to the provision of construction and related services to the Retained BOT Projects, such
contracts shall set out the specific terms and conditions of providing the services according to the
principles, and within the parameters, provided for under the Construction and Related Services
Framework Agreement.

The Construction and Related Services Framework Agreement dated 5 November 2007 (as
supplemented by a supplemental agreement dated 29 January 2008) will expire on 31 October 2010, subject to
renewal. The Company expects that the construction work in relation to the Retained BOT Projects will be
fully completed by 2010. The Company believes that it is unlikely that the Retained BOT Projects will require
new Consiruction and Related Services from us. However, in the event that they do, we will provide such
services in accordance with the following pricing principle.

Pricing

The fees payable in respect of the Construction and Related Services to be provided for the Retained
BOT Projects shall be determined by the tender price if the selection of the relevant service providers has to be
determined through a tender process. Where service fees are not required 1o be determined by a tender
process, the service fees shall be determined based on market price. When the bidding price and other terms
offered by our Company are equal to or better than those offered by other independent service providers
participating in the tender, the Retained BOT Projects must select our Company in preference to such
independent service providers.
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Historical figures

The amounts paid to us by the project companies of the Retained BOT Projects varied with the
Construction and Related Services completed. In 2004, three of the four Retained BOT Projects (excluding
the Guangdong Chaojie Highway project) were under construction and one of the projects was completed
during the year. In 2005, the remaining three Retained BOT Projects with substantial total investments were
under construction, thereby resulting in a greater amount of revenue recognized by our Company during the
vear. In 2006, one of the three Retained BOT Projects had been substantially completed and the revenue
recognized by us in 2006 decreased to RMB756.4 million as compared to RMB778.3 million in 2005. The
historical figures of the revenue recognized by us during the three financial years ended 31 December 2006
and the eleven months ended 30 November 2007 are as follows:

30 November
2004 2005 1006 2007

(RMB millien)

Revenue recognized by us in respect of the Retained BOT Projects
for provision of Construction and Related Services ............ 167.4 7783 7564 786.8

Annual caps

The above framework agreement is entered into between CRCCG and the Company to regulate the
continuing connected transactions under the existing construction works relating to the Retained BOT
Projects. As the construction works of the three Retained BOT Projects remain outstanding, the Directors
have estimated the annual caps under the framework agreement principally based on the outstanding
construction works to be performed under the existing construction contracts. The estimated total revenue to
be recognized by us in respect of the Chongging Tiefa Suiyu Highway, Nanjing Changjiang Tunnel projects
and Beijing Tongda Jingcheng Highway projects for the year ended 31 December 2007 is approximately
RMB900 million. As most of the construction works of Nanjing Changjiang Tunnel and a relatively small
amount of construction works of Chongging Tiefa Suiyu Highway and Beijing Tongda Jingcheng Highway
projects remain to be completed in 2008, the Directors estimate the total revenue to be recognized by us for
the year ending 31 December 2008 will be approximately RMB1,700 million. After completion of the major
construction works of the Nanjing Changjiang Tunnel project, we may continue certain minor construction
works of the project in the year ending 31 December 2009 and the Directors would fix the annual cap at
RMB900 million for the year ending 31 December 2009.

Proposed annual cap
2007 2008 2009

(RMB million)

Revenue to be recognized by us in respect of the Retained BOT Projects for
provision of Construction and Related Services .............................. 200 1,700 900

4. Services Mutual Provision Framework Agreement

Following the Restructuring, CRCCG has retained certain other ancillary businesses which principally
include printing, nurseries, reception centers, property management and other support services to us. In
addition, CRCCG has retained certain ancillary operations relating to the provision of ancillary construction,
survey and supervision services, such as photocopying and printing of construction drawings, provision of labor
services such as lawn laying services and railway survey services etc., of China Railway First Survey and
Design Institute and China Railway Fourth Survey and Design Institute. Such ancillary operations are
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retained by CRCCG pursuant to the government’s policies on separation of core and ancillary businesses for
the restructuring of State-owned enterprises. In accordance with the State policies for separation of core and
ancillary businesses, such ancillary operations will be dissolved or disposed of by CRCCG gradually. Prior to
their disposal, such ancillary operations wili continue to provide ancillary construction survey and supervision
services to the Company upon the H Share Listing. The ancillary operations of CRCCG provided services to
us on a non-exclusive basis. We have also engaged third party service providers in relation to the provision of
such ancillary services during the Track Record Period.

Commencing from 2005, certain of our subsidiaries have been providing survey, design and supervision
services as well as construction services to CRCCG for the development of the office building of CRCCG at
Fuxing Road, Beijing, PRC. The estimated total construction cost of the office building of CRCCG is
approximately RMB350 million. Part of the construction works of the office building has already been
completed, while the other part of construction services including interior decoration and utilities installation
will continue to be provided by our relevant subsidiaries to CRCCG. Formal completion of the office building
is expected to be in May 2008.

In order to regulate the provision of the above services between the Company and CRCCG, the
Company and CRCCG entered into a Services Mutual Provision Framework Agreement on 5 November 2007
(as supplemented by a supplemental agreement dated 29 January 2008). The principal terms of the Services
Mutual Provision Framework Agreement are as follows:

® CRCCG and its associates will provide ancillary services including ancillary construction survey
and supervision services, such as photocopying and printing of construction drawings, provision of
labor services such as lawn laying and railway survey services etc., and other services such as
printing, nurseries, reception centers and property management services to us.

¢  We will continue to provide the minor construction services to finalize the construction of the
office building of CRCCG at Fuxing Road, Beijing, the PRC.

®  The provision of any of the above services by either party shall be made on terms no less favorable
than those available to or, as appropriate, from an independent third party under comparable
conditions. Otherwise, either party is entitled to engage such other supplier(s} for the raw
materials and/or services required.

® The parties {or their relevant associates or subsidiaries) shall enter into separate contracts to set
out the specific terms and conditions of providing the services according to the principles, and
within the parameters, provided for under the Services Mutual Provision Framework Agreement.

The Services Mutual Provision Framework Agreement dated 5 November 2007 (as supplemented
by a supplemental agreement dated 29 January 2008) will expire on 31 QOctober 2010, subject to renewal.
Pricing

Under the Services Mutual Provision Framework Agreement, either party shall provide services to the
other party, according to the following pricing principles (and in the following order):

®  price prescribed by the PRC Government; or

e  where there is no government-prescribed price, the guidance price set by the PRC Government; or

¢  where there is neither a government-prescribed price nor a government guidance price, a price

determined through tender process or other available market price; or
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e  where none of the above is applicable or available, a price to be agreed between the parties. The
agreed price will be calculated based on the reasonable costs incurred in providing the services
plus profits reasonably earned. In setting the price, the parties may refer to prices for previous
related transactions if available,

Historical figures

On an estimated basis as if the Company had been incorporated since | January 2004 and the Services
Mutual Provision Framework Agreement had been in place since that date, a breakdown of the approximate
historical transactions figures in respect of the provision of mutual services between CRCCG and us for the
three vears ended 31 December 2006 and the eleven months ended 30 November 2007 were as follows:

30 November

2004 2005 2006 007
{RMB million)

Revenue
Revenue recognized by us for Construction and Related Services

provided in respect of the office building of CRCCG .......... 0.6 25.7 43.8 85.8
Expenditure
Expenditure incurred by us for provision of services by CRCCG

(Or 118 ASSOCIATES) ... i vt e 166.2 3290 2980 177.1

In 2005, CRCCG implemented the government policies relating to separation of core and ancillary
businesses for the restructuring of State-owned enterprises. A number of ancillary operations were retained by
CRCCG upon the restructuring of China Railway First Survey and Design Institute and China Railway
Fourth Survey and Design Institute. Upon the separation of the ancillary operations from the core businesses
and as a gesture of support, both China Railway First Survey and Design Institute and China Railway Fourth
Survey and Design Institute increased their award of ancillary service contracts to such ancillary operations
during the year 2005 with part of the expenditure of such increased awards recognized by the ancillary
operations in the year 2006. As a result, the value of the ancillary services, comprising mainly construction
survey and design services, providled by CRCCG to our Company significantly increased from
RMB166.2 million in the year ended 31 December 2004 to RMB329.0 million in the year ended 31 December
2005. To implement the policy of separation of the ancillary business, lesser awards were made to the ancillary
operations in 2006 and 2007 and the value of such transactions decreased to RMB 298.0 million in 2006 and
further decreased to RMB 177.1 million for the eleven months ended 30 November 2007.

The survey and design of the office building of CRCCG commenced in 2004. A small sum of
RMBO0.6 million, mainly in respect of construction survey and design fees, was recognized as revenue by our
Company in 2004 and a sum of RMB25.7 million was recognized as revenue by us in 2005. Actual
construction works of the office building began in June 2006 and a sum of RMB43.8 million, mainly in respect
of construction survey and design fees as well as foundation works, was recognized as revenue by our Company
during that year. As at 30 November 2007, a total sum of RMB85.8 million had been recognized as revenue
by us for the actual construction works completed. Most of the construction works of the office building of
CRCCG were completed in 2007. The office building is expected to be completed by the end of 2008.

Annual caps

The Directors expect that the services to be provided by such ancillary operations will gradually
diminish over time. The proposed annual caps have been calculated based on the historical figures and the
Company’s assumption that CRCCG may not have dealt with or disposed of such ancillary operations by 2009
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and that there will be a decrease rate of approximately 10% per annum due to our gradual reduction in awards
of ancillary service contracts to the ancillary operations.

The superstructure of the office building of CRCCG has already been completed, subject to
completion of external walls, utility services and interior decorations within the next few months. The annual
caps have been estimated principally based on the outstanding construction works to be performed under the
existing construction contracts. The Directors expect to receive a total sum of approximately RMB110 million
from CRCCG for the year ended 31 December 2007, The Directors further expect to receive RMBI170 million
for the remaining construction works from CRCCG in 2008 and no further construction services will be
provided by us in 2009,

Proposed annual cap

2007 2008 2009
(RMB million)

Revenue
Revenue to be recognized by us for construction services provided in respect of

the office building of CRCCG ..., ... ... . i it 110 170 0
Expenditure
Expenditure to be incurred by us for provision of services by CRCCG (or its

a1 T3 2 250 225 200

Implications under Hong Kong Listing Rules — waiver obtained

According to “Our Restructuring” above, any transaction that might take place after the H Share
Listing pursuant to the Restructuring Agreement is made in the performance of the relevant transaction
already entered into before the H Share Listing. Such transactions will therefore not constitute connected
transactions or continuing connected transactions of the Company under Chapter 14A of the Hong Kong
Listing Rules, and will not be subject to further regulatory requirements under the Hong Kong Listing Rules.
In respect of the indemnities under the Restructuring Agreement, any payment which in the future might be
made by either party in performance of its obligations after the Global Offering would also not constitute a
new transaction.

The exercise of any options granted under the Non-Competition Agreement after the H Share Listing
would constitute a connected transaction under the Hong Kong Listing Ruies. In addition, the non-exercise of
any option will be treated as if the option were exercised and would constitute a connected transaction. The
Company shall comply with the relevant disclosure and, where appropriate, independent shareholders’
approval requirements under the Hong Kong Listing Rules relating to the exercise or nen-exercise of any
options under the Non-Competition Agreement.

i

The transactions described in paragraphs 1 and 2 under “— Exempt Continuing Connected
Transactions” above will constitute exempt continuing connected transactions of the Company under the
Listing Rules once the H Shares are listed on the Hong Kong Stock Exchange.

il

The transactions described in paragraph 4 under “— Non-exempt Continuing Connected
Transactions™ above will constitute non-exempt continuing connected transactions of the Company under the
Hong Kong Listing Rules once the H Shares are listed on the Hong Kong Stock Exchange. Pursuant to the
Hong Kong Listing Rules, the relevant percentage ratio for the above continuing connected transactions is less
than 2.5% but more than 0.1% on an annual basis, Accordingly, the above continuing connected transactions
are exempted from the independent shareholders’ approval but are still subject to the announcement and

reporting requirements under the Hong Kong Listing Rules. The transactions described in paragraph 3 under
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“— Non-exempt continuing Connected Transactions” above will constitute non-exempt continuing connected
transactions subject to the announcement, reporting and independent sharcholders’ approval requirements
under the Hong Kong Listing Rules. The Directors including the independent non-executive Directors believe
that it is in the interests of the Company and the sharcholders of the Company as a whole to continue with
these transactions after the H Share Listing.

In applying for the waivers, the Company undertakes to provide a written undertaking from CRCCG to
the Hong Kong Stock Exchange that it shall provide our auditors with full access to the relevant records for
the purpose of reviewing our continuing connected transactions.

Table showing consolidated annual caps of the non-exempt continuing connected transactions

Proposed annual caps

2007 2008 2009
(RMB million)
Expenditure
Expenditure to be incurred by us for provision of services by CRCCG (or
I8 AS50CIATES) + v oot e e 250 225 200
Proposed annual caps
2007 2008 2009
{(RMB million)
Revenue
Revenue to be recognized by us for construction services provided in
respect of the office building of CRCCG ... ... ..o, 110 170 0
Revenue to be recognized by us in respect of the Retained BOT Projects
for provision of Construction and Related Services ................... 900 1,700 900

The Directors, including the independent non-executive Directors, consider that the maximum
aggregate annual values of all the continuing connected transactions described in paragraphs 3 to 4 under
“_ Non-exempt Continuing Connected Transactions” above are fair and reasonable so far as our
shareholders as a whole are concerned and all such continuing connected transactions have been entered into
and wilt be carried out in the ordinary and usual course of business on normal or on better than normal
commercial terms and are in the interests of the shareholders of the Company as a whole.

Accordingly, the Company has applied to the Hong Kong Stock Exchange pursuant to
Rule 14A.42(3) of the Hong Kong Listing Rules for a waiver in relation to the non-exempt continuing
connected transactions described in paragraph 4 from strict compliance with the announcement requirement
set out in Rule 14A.47 of the Hong Kong Listing Rules. The Company has also applied to the Hong Kong
Stock Exchange pursuant to Rule 14A.42(3) of the Hong Kong Listing Rules for a waiver in relation to the
non-exempt continuing connected transactions described in paragraph 3 from the announcement and
independent shareholders’ approval requirements of Rules 14A.47 and 14A .48 of the Hong Kong Listing
Rules. The Company has to comply with the reporting requirements set out in Rules 14A.45 and 14A.46 of
the Hong Kong Listing Rules. ¢

The Joint Sponsors are of the view that the Company’s continuing connected transactions described in
this “Non-exempt Continuing Connected Transactions™ sub-section are in the ordinary and usual course of
business of the Company, on normal commercial terms, are fair and reasonable and in the interests of the
shareholders of the Company as a whole, and that the proposed annual caps {where applicable) for these
continuing connected transactions referred to above are fair and reasonable.
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OVERVIEW

The Board currently consists of nine Directors, of whom four are independent non-executive Directors.
The Directors are elected at a meeting of the sharcholders of the Company for a term of three years,
renewable upon re-election and reappeintment.

The functions and authorities of the Board include, among other things:

(a) convening shareholders’ meetings and reporting its work to shareholders’ at such meeting;
(b) implementing sharcholders’ resolutions;

(c¢) making decisions on our business plans and investment proposals;

(d) formulating annual financial budgets and final accounts;

(¢) formulating profit distribution plans and if applicable, plans for making up losses;

(f) formulating proposals relating to the increase or reduction of the Company’s registered
capital, the issuance of bonds or other securities and listing plans;

(g) formulating proposals for material acquisition, share repurchase by the Company, or merger,
division, dissolution and transformation;

(h) making decisions on external investment, assets disposal and acquisition, assets mortgage,
external guarantee, entrusted financing, and connected transactions within the scope
authorized in shareholders’ general meetings of the Company;

(i) deciding on internal management structure;

(3} proposing the appointment or dismissal of our reporting accountants at shareholders’ general
meetings of the Company; and

(k) exercising other powers authorized by sharcholders’ general meeting of the Company or
Articles of Association.

The board of Supervisors currently consists of three members. Except for the employee representative
supervisor elected by employees, the Supervisors are elected at sharcholders’ general meetings of the
Company for a term of three years, renewable upon re-election and re-appointment.

The functions and authorities of the board of Supervisors include, among other things:

reviewing and verifying the regular reports prepared by the Board and issuing written verification
opinions;
supervising our financial activities, and if necessary, appointing certified public accountants and

practicing auditors to re-examine our Company’s financial information;

supervising the performance by the Directors, the President and other senior management
members of their dutics and the fulfilment of their responsibilitics, and formulating removal
proposals for the Directors, senior management of the Company members in violation of laws, the
Articles of Associations or shareholders’ resolutions of the Company; and
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®  proposing to convene a shareholders’ extraordinary general meeting, and, if the Board fails to
convene such meeting as required by their responsibilities, convening and presiding at the
shareholders’ extraordinary general meeting.

Directors

The following table sets forth information regarding the Directors:

Name Age  Position

Mr. LI Guorui (FBE) .................... 58  Chairman and Non-executive Director
Mr. DING Yuanchen (JJRE) .............. 58  Vice Chairman and Executive Director
Mr. JIN Puging (2B ................... 58  Exccutive Director and President

Mr. HUO Jingui (fﬁ'ﬁﬁ) .................. 57  Non-executive Director

Mr. WU Xiaohua (REE¥) . ................. 61  Non-executive Director

Mr. LT Kecheng FRB) ... 64  Independent Non-executive Director
Mr. ZHAO Guangjie (BB ........... ... 62  Independent Non-executive Director
Mr. WU Taishi (RAEF) ...t 60  Independent Non-executive Director
Mr. NGAI Wai Fung (30488 .. .. ... .. ... 46  Independent Non-executive Director

Mr. LI Guorui (¥¥Ed%), 58, Chairman, Non-executive Director and secretary to the communist party
commitiee of the Company. Mr. Li is also the chairman, the general manager of CRCCG and the chairman of
Nanjing Changjiang Tuanel Company Limited (FF-RILBEEA BIT{L A 7). Mr. Li is a member of the
17th congress of the Chinese Communist Party. He has substantial senior management experience in large-
scale State-owned construction enterprises in the PRC and more than 38 years of experience and in-depth
knowledge of the PRC construction industry. Mr. Li joined CRCCG Group in December 1997. Prior to
joining CRCCG Group, Mr. Li was the secretary to the communist party committee of China Railway
Engineering Corporation from April 1996 to December 1997, Mr, Li was the secretary to the communist party
committee of CRCCG from December 1997 to November 2007. During the pertod from July 2002 to August
2003, he was also the deputy general manager of CRCCG. Mr. Li has been the chairman of CRCCG since
August 2005 and has been the general manager of CRCCG since November 2007. Mr. Li has served as the
chairman and secretary to the communist party committee of the Company since November 2007. He
provides leadership to the Board and is responsible for formulating our corporate and business strategies. He is
responsible for making major corporate and operational decisions of the Company. Mr. Li completed a two
and a half years’ specialized course in railway engineering from Southwest Jiaotong University, PRC in 1982.
Mr. Li is a senior engineer.

Mr. DING Yuanchen (TJE Fl), 58, Vice Chairman and Executive Director of the Company.
Mr. Ding is also a vice chairman of CRCCG. Mr. Ding joined CRCCG Group in 1969 and was previously a
deputy head and then the head, deputy secretary to the communist party committee and then secretary to the
communist party committee of the 17th Engineering Bureau of the Ministry of Railways (the predecessor of
China Railway 17th Bureau Group Co., Ltd.) from January 1992 to December 1999. Mr. Ding was the head
and deputy secretary to the communist party committee of the 17th Engineering Bureau of the China Railway
from December 1999 to March 2001. Mr. Ding served as the deputy general manager of CRCCG from April
2001 to August 2001. Mr. Ding had been the general manager and secretary to the communist party
committee of CCECC from August 2001 to August 2004. From August 2004 to August 2005, Mr. Ding
served as the deputy general manager of CRCCG as well as the general manager and secretary to the
communist party committee of CCECC. Mr. Ding has served as the vice chairman of CRCCG since August
2005. Mr. Ding has been appointed as the vice chairman of the Company since November 2007. Through
serving CRCCG and its subsidiaries, Mr. Ding has gained more than 38 years of experience in the
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management and operation of the PRC construction business and has substantial knowledge in the
development and management of overseas construction business through his previous position with CCECC.
He is responsible for assisting the Chairman in formulating our corporate and business strategies and assists
the Chairman in macro management of our Company. Mr. Ding completed an undergraduate course in
economics and management from the Central Communist Party School, PRC in 2001 and is a senior
enginger, senior professional manager and State-recognized first grade construction engineer.

Mr. JIN Puging (¥ B¥), 58, Executive Director and President of the Company. Mr. Jin is also a
director of CRCCG. Mr. Jin has significant understanding of the PRC construction industry. Mr. Jin joined
CRCCG Group in 1968, was previously a deputy head of the [2th Engineering Bureau of Ministry of Railways
(the predecessor of China Railway 12th Bureau Group Co., Ltd.) from August 1993 to June 1998. Mr. Jin
was the chairman, general manager and deputy secretary to the communist party committee of China Railway
12th Bureau Group Co., Ltd. from June 1998 to August 2005. Mr. Jin was the general manager and deputy
secretary to the communist party committee of CRCCG from August 2005 to November 2007 and he has
been a director of CRCCG since August 2005. Mr. Jin has been an executive director, the president and
deputy secretary to the communist party committee of the Company, as well as the secretary to the
communist party committee of CRCCG, since November 2007. Through serving CRCCG and its
subsidiaries, Mr. Jin has gained more than 39 years of experience in the management and operation of the
large-scale PRC construction enterprise. He is responsible for the administration and day-to-day management
of our Company. Mr. Jin graduated from the Jinzhou Communist Party School of the Ministry of Railways,
PRC in 1986 majoring in party and politics management. He is a senior engineer and a State-recognized first
grade project manager.

Mr. HUO Jingui (4 $1), 57, Non-executive Director and Deputy Secretary to the communist party
committee of the Company. Mr. Huo joined CRCCG Group in 1968, and he was previously a deputy head
and then the head, deputy secretary to the communist party committee of 15th Engineering Bureau of
Ministry of Railways (the predecessor of China Railway 15th Bureau Group Co., Ltd.) from May 1993 to
December 1999. Mr. Huo served as the head and deputy secretary to the communist party committee of
China Railway 15th Bureau Group Co., Ltd. from December 1999 to March 2001. Mr. Huo has served as the
deputy secretary to the communist party committee of CRCCG since March 2001, the chairman of the labour
union of CRCCG from February 2005 to February 2006 and a director of CRCCG from August 2005 to
November 2007. Mr, Huo has been a non-executive director and deputy secretary to the communist party
committee of the Company since November 2007. Through serving CRCCG and its subsidiaries, Mr. Huo
has gained more than 39 years of experience in human resource management and the establishment and
promotion of corporate culture of the large-scale PRC construction enterprise. He is responsible for the
management of our major corporate personnel and the promotion of corporate culture of our Company.
Mr, Huo completed an associate course in party and politics management from Jinzhou Communist Party
School of the Ministry of Railways, PRC in 1986. He is a sentor engineer.

Mr. WU Xiachua (B EE#E), 61, Non-executive Director of the Company. Mr. Wu had been a deputy
chief of Electronic and Engineering Bureau of the Ministry of Machinery (##38BE 1), a deputy chief of
National Machinery Commission (B Z##Z) and Material Events Office of the Ministry of Machinery and
Electronics (¥EEEA M), a section chief and then deputy chief of Coordination Office of Crucial
Assignment of the First Equipment Department of the Ministry of Machinery and Electronics
(B TS — AT RTS8 EL), the deputy general manager and member of the standing committee of
communist party committee of Xi’an Power Machinery Production Company, the commissioner of Material
Equipment Department of Mechanical Engineering Commission (#4f T 2EEPHE K 4547]), the vice
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president and member of the standing committee of party committee of China National Machinery &
Equipment Corporation, the vice chairman of board of directors, the vice president and member of the
standing committee of party committee of China National Machinery & Equipment Corporation, the party
secretary and general manager of China National Machinery & Equipment Import and Export Corporation;
the deputy director and member of the party committee and director of State Bureau of Machine Building
Industry; the director and party secretary of State Bureau of Machine Building Industry; the deputy secretary
of working committee of central State-owned enterprises; the vice chairman and member of the party
committee of SASAC. Mr. Wu was the vice chairman of the SASAC from March 2003 to March 2006 and
an external director of CRCCG from November 2006 to November 2007. Mr. Wu has been an independent
non-executive director of China BlueChemical Lid. (a Hong Kong listed company} and Shanghai
International Port {Group)} Co. Ltd. (a Shanghai listed company) since July 2006 and August 2006,
respectively. Mr, Wu has served as a non-executive director of the Board since November 2007, Mr, Wu
graduated from the University of Science and Technology of China in 1968 majoring in semiconductor and is
a senior engineer. Through serving various senior positions with the electronic and engineering bureaux,
Mr. Wu has extensive knowledge in mechanical and electrical engineering as well as heavy machinery
manufacturing, which is relevant to our construction operations and manufacturing operations.

Mr. LI Kecheng (2275 5%), 64, Independent Non-executive Director of the Company. Mr. Li had held
various positions in Machinery Factory of Pipeline Bureau of Ministry of Petroleum, including positions as
party secretary, member of the standing committee of the party committee and secretary of the disciplinary
committee. Mr. Li was the secretary to the communist party committee of Northeast Petroleum
Administration Bureau, a director of general office, a director of policy research department, confidential
secretary of the standing committee, and the director of the political and ideological department of China
National Petroleum Holding Corporation (4G KRB M4 T)). Mr. Li was also the executive deputy
secretary and member of the party committee for institutions directly under China National Petroleum
Corporation (E A M FTRE LM, 61). Mr. Li was also the secretary of the disciplinary committee and a
member of the standing committee of the party committee of China National Petroleum Corporation from
June 2000 to November 2003, chairman of board of supervisors of PetroChina Company Limited from
January 1999 to November 2003, an external director of China Electronics Corporation since May 2006 and
an external director, equivalent to an independent non-executive director under the Hong Kong Listing Rules,
of CRCCG from November 2006 to November 2007. He has served as an independent non-executive director
of Erzhong Group (Deyang) Heavy Equipment Corporation Limited (= H 45/ (£ HAEHROGER
45f]) since December 2007. He has substantial experience in management of large-scale State-owned
enterprises. Mr. Li has been an independent non-executive director of the Company since November 2007.
Mr. Li graduated from Beijing Institute of Iron & Steel Technology in 1966 majoring in metallography & heat
treatment. He is a senior engineer. Through serving various senior positions with the pipeline burcau of the
Ministry of Petroleum and Northeast Petroleum Administration Bureau, Mr. Li has more than 30 years of
experience in infrastructure construction investment, operations and management, which is relevant to our
Company as a large-scale construction company in the PRC.

Mr. ZHAO Guangjie (B 78), 62, Independent Non-executive Director of the Company. Mr. Zhao
had been a manager researcher, deputy head of the research team and deputy chief of the manager office in
Anshan Iron and Steel Group Corporation, Mr, Zhao was also previously the secretary to the general office of
Liaoning Province. Mr. Zhao also once served as the general manager and the party secretary of Anshan Iron
and Steel Group Corporation Construction Company (51888 EFEH AT (from 1985 to 1989).
Mr. Zhao was also the secretary general, deputy general manager, deputy party secretary and member of the
standing committee to the party committee of Anshan Iron and Steel Group Corporation. From May 2005 to
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January 2006, he served as the deputy general manager of Anshan Iron and Steel Group Corporation.
Mr. Zhao was also an external director of Xinxing Pipes Group Company Limited since November 2006.
From November 2006 to November 2007, Mr. Zhao was an external director, equivalent to an independent
non-execultive director under the Hong Kong Listing Rules, of CRCCG. Mr. Zhao has been an independent
non-executive director of the Company since November 2007. He has extensive knowledge and experience in
construction materiats industry in the PRC. Mr. Zhao graduated from Northwest Industrial University, PRC
in 1970 majoring in aero-engine design and is a senior economist (FH&EEHIEE). Mr. Zhao Guangjie has
substantial experience in investment, construction, building and management of infrastructure projects of
Anshan lron and Steel Group Corporation and his experience is relevant to our construction and
manufacturing operations.

Mr. WU Taishi (Rkf), 60, Independent Non-executive Director of the Company. Mr. Wu also
serves as the vice chairmen of the Shanghai Information Association and Beijing ZXJH Management
Consulting Co., Ltd. respectively. Mr. Wu was the deputy general manager of finance and economics control
department and head of the finance bureau of China Aerospace Industry Corporation since 1993. From 1999,
Mr. Wu served as the vice chief accountant of China Aerospace Science and Industry Corporation. Mr. Wu
was later re-designated as the deputy director of the general office of Bank of Communications, head of the
office for the introduction of foreign investment (chief negotiation officer), deputy head of the office for
deepening of the share reform, general manager of the research and development department, chiel consultant
of comprehensive operation office as well as the chief of the post-doctoral research unit. Mr. Wu has been an
independent non-executive director of Aerospace Securities Co., Ltd. since July 2006 and an independent
non-executive director of the Company since November 2007. Mr. Wu graduated from Fudan University,
PRC in 1991 with a bachelor degree in economics (majoring in business administration) and is a senior
accountant of researcher class and a registered accountant in the PRC. Mr. Wu Taishi, as the former vice
chief accountant of China Aerospace Science and Industry Corporation and general manager of the research
and development department of Bank of Communications, has extensive knowledge in accounting, finance and
auditing of large-scale State-owned enterprises, which is relevant to the financial and accounting aspects of our
operations.

Mr. NGAIT Wai Fung (BEfitig), 46, Independent Non-executive Director of the Company. Mr. Ngai
is a vice president of the Hong Kong Institute of Chartered Secretaries, the non-executive Chairman of Top
Orient Group of Companies, a director and head of Listing Services of KCS Hong Kong Limited (formerly
the corporate and commercial divisions of KPMG and Grant Thornton}. Mr. Ngai held various senior
management positions including executive director, chief financial officer and company secretary in a number
of companies listed in Hong Kong, including Cosco Group, China Unicom Limited and Industrial and
Commercial Bank of China (Asia) Limited. In addition, Mr. Ngai has been currently an independent non-
executive director and a member or the Chairman of the Audit Committee of China Life Insurance Company
Limited (Stock code: 2628) (since December 2006), Franshion Properties (China) Limited (Stock
code: 0817} (since May 2007), and Bosideng International Holdings Limited (Stock code: 3998) (since
September 2007), shares of which are listed on the Hong Kong Stock Exchange. Mr. Ngai had led or
participated in a number of significant corporate finance projects including listing, mergers and acquisitions as
well as issuance of debt securities, and the provision of professional services and support to many State-owned
enterprises and red-chip companies in the areas of regulatory compliance, corporate governance and
secretarial services. Mr, Ngai is a member of the Association of Chartered Certified Accountants in the
United Kingdom, a member of the Hong Kong Institute of Certified Public Accountants, a fellow of the
Institute of Chartered Secretaries and Administrators and a fellow of the Hong Kong Institute of Charnered
Secretaries. Mr. Ngai has been our independent non-executive Director since November 2007. Mr. Ngai
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received a master’s degree in corporate finance from Hong Kong Polytechnic University in 2002 and a
master’s degree in business administration from Andrews University of Michigan in 1992. He is a doctoral
candidate in finance at Shanghai University of Finance and Economics. Mr. Ngai Wai Fung has extensive
experience in accounting and financing as well as in corporate governance, which is relevant to our Company
in matters relating to corporate governance practices such as internal control and internal audit.

Supervisors

The following table sets forth information regarding the Supervisors:

Name Age Position

Mr. PENG Shugui (28T, ... .......... 53 Chairman of the board of Supervisors
Mr. HUANG Shaojun (BT722HE) ... ... ... 50  Supervisor

Ms. YU Fengli (FBE) .................... 51  Supervisor

Mr. PENG Shugui (Z#i1), 53, Chairman of the board of Supervisors of the Company. Mr. Peng is
also the deputy party secretary, secretary of the disciplinary committee, and the chairman of the labor union of
the Company. Mr. Peng has significant understanding of the construction industry in the PRC and has
abundant operation and management experience, as well as a higher level of understanding of theorics, policics
and legal knowledge. Mr. Peng joined CRCCG Group in 1972. From December 1995 to December 1999,
Mr. Peng was the deputy secretary and secretary to the communist party committee of the 14th Bureau of the
Ministry of Railways (the predecessor of China Railway 14th Bureau Group Co., Ltd.). From December 1999
to April 2001, Mr. Peng served as the party secretary of China Railway 14th Engineering Bureau. From April
2001 to February 2006, Mr. Peng was the deputy party secretary and the secretary to the disciplinary
committee of CRCCG. From February 2006, Mr, Peng served as the deputy party secretary, secretary to the
disciplinary committee and the chairman of the labour union of CRCCG. From July 2006 to November 2007,
Mr. Peng served as a director representing the employees of CRCCG, as well as the deputy party secretary,
secretary to the disciplinary committee and the chairman of the labour union of CRCCG. Mr. Peng has been
the chairman of the board of Supervisors since November 2007. Mr. Peng graduated from La Trobe
University in Australia in October 2003 with a master’s degree in business administration. He is a senior
engineer, a state-recognized first grade project manager and a statc-recognized first grade construction
engineer.

Mr. HUANG Shaojun (#/»8), 50, Supervisor of the Company. He also serves as the chief of audit
bureau of the Company, chairman of board of supervisors of Hainan Jinpai Technical Holding Co., Ltd,, a
supervisor of Beijing Tongda Jingcheng Highway Co., Ltd. as well as a standing committee member of China
Institute of Internal Audit and China Risk Managers Association. Mr, Huang has substantial work experience
in our industry and has abundant knowledge and experience in modern corporate management and operation
management. Mr. Huang joined CRCCG Group in 1976. He served as deputy director of the planning and
finance department of the commanding unit of the Beijing-Kowloon Railway in Kanzhou
(G HLERREBE M AEHRE) of CRCCG from February 1993 to April 1994, deputy division chief of finance
department of CRCCG and deputy division chief of the planning and finance department of the commanding
unit of Beijing-Kowloon Railway in Kanzhou (G jLEiREEMNI5IEE) of CRCCG from April 1994 to
November 1998, chief of the audit division of CRCCG from November 1998 10 August 2002, chief of the
audit bureau of CRCCG from August 2002 to November 2007. Mr. Huang has served as a Supervisor of the
Company since November 2007. Mr. Huang graduated from Central Communist Party School in 1993
majoring in economics and is a senior accountant and a registered senior enterprise risk manager.
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Ms. YU Fengli (-FR), 51, Supervisor of the Company representing our employees. Ms. Yu also
serves as chairman of the board of supervisors of China Railway 12th Bureau Group Co., Ltd., China Railway
20th Bureau Group Co., Ltd., China Railway 22nd Bureau Group Co., Lid., China Railway First Survey and
Design Institute Group Co., Ltd., China Railway Real Estate Group Co., Ltd., Chongging Tiefa Suiyu
Highway Company Limited, Nanjing Changjiang Tunnel Company Limited, Sichuan Naxu Railway
Company Limited, supervisor of Shanghai Fengting Water Purification Company Limited and Xian
Tianchuang Real Estate Company Limited. Ms. Yu joined the CRCCG in 1973. She served as an assistant
accountant and then accountant of the management department for ministrial office affairs of CRCCG from
December 1989 to February 1996, an accountant of the finance department of CRCCG from February 1996
10 September 1999, deputy head of the finance department of CRCCG from September 1999 to December

2005, chairman of the board of supervisors of the office of board of supervisors of CRCCG from December

2005 to November 2007. Ms. Yu has served as a Supervisor of the Company representing employees since
November 2007. She graduated from the Central Communist Party School in 1995 majoring in economics
and management and is an accountant.

Senior Management

The following table sets forth information regarding the senior management of the Company:

Name Age  FPosition

Mr. JIN Puging (Z%EH ..., 58  President

Mr. HU Zhenyi (BIRA) ... ... ... ... .. .. 53 Vice president, chief economist

Mr. XIA Guobin %ZI ) 49  Vice president, chief engineer

Mr. FAN De (88 ... ... ... ...... 54  Vice president

Mr. ZHAO Guangfa (HIFEEE) .. ... ... ... ... 55  Vice president

Mr, ZHOU Zhiliang (FIZESE) ... ... ...... 42 Vice president

Mr. ZHUANG Shangbiao (REMEYH) .. ....... 45  Chief Financial Officer

Mr. LI Tingzhu GFHEAE) ................... 57  Secretary to the Board, joint company secretary
Mr. LAW Chun Biu (FEYRES) ... .......... 34  Qualified accountant, joint company secretary

Mr. JIN Puging (&%), see “ — Directors”.

Mr. HU Zhenyi (JB#&4K), 53, Vice President and Chief Economist of the Company. Mr. Hu currently
also serves as the chairman of Xianyang Zhongtic Road and Bridge Company Limited, vice chairman of
Chongging Tiefa Suiyu Highway Company Limited, director of Beijing Tongda Jingcheng Highway Co,, Ltd.,
executive director of Xi'an Tianchuang Real Estate Company Limited, sharcholders’ representative of
Shanghai Fengting Water Purification Company Limited and used to be a part-time non-executive director of
China Railway Construction (Hong Kong) Co., Ltd.. Mr. Hu has significant knowledge and understanding of
the PRC construction industry and substantial operational and management experience. Mr. Hu joined
CRCCG Group in 1972. Mr, Hu served as the deputy head and then head of operation department of
CRCCG from December 1990 to May 1996, deputy chief economist of CRCCG from May 1996 to
December 1997, chief economist of CRCCG from December 1997 to April 2001, deputy general manager and
chief economist of CRCCG from April 2001 to November 2007. Mr. Hu has been the vice president and chief
economist of the Company since November 2007. He is responsible for our overseas business. including
negotiations and liaising with the various PRC authorities for approvals of our overseas business. Mr. Hu is
also an expert in China International Engineering Consulting Corporation and Beijing Urban Engineering
Design & Research Institute Co., Ltd., deputy chief of the ¢xpert committee of the economics division of the
construction and commanding unit of Beijing Rail Transit (L T#UEECH), and chief of the economics
division of the design, auditing and consultation committee of Hangzhou Rail Transit (FUH B ).
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Mr. Hu obtained his master degree in business administration from Xiamen University, PRC in 2004. Mr. Hu
is a professor-level senior engineer and enjoys special government allowance of the State Council.

Mr. XIA Guobin (ZZEM&), 49, Vice President and Chief Engineer of the Company. Mr. Xia has
significant understanding of the PRC construction industry, abundant knowledge in science and technology
development, survey and design. He also has substantial experience in engineering management and
construction management. Mr. Xia joined the CRCCG Group in 1975. He served as the deputy chief engineer
and then chief engineer of the 13th Engineering Bureau of the MOR (the predecessor of China Railway 13th
Bureau Group Co., Ltd.) from April 1996 to December 1999, chief engineer of 13th Engineering Bureau of
China Railway from December 1999 to April 2001, the deputy general manager and chief engineer of
CRCCQG from April 2001 to November 2007. He has served as the vice president and chief engineer of the
Company since November 2007. He is responsible for the management of technology and research and
development of our Company. Mr. Xia graduated from Railway Guard Engineering Institute
(BOBERLEEBL) majoring in railway and bridge engineering and obtained his bachelor degree in
engineering in 1982. Mr. Xia is a professor-level senior engineer and enjoys special government allowance of
the State Council.

Mr. FAN De (7if8), 54, Vice President of the Company. Mr. Fan joined CRCCG Group in 1980.
From June 1988 to April 1990, he served as deputy director for construction enginecering section of the project
directing department of the MOR. He served as the deputy general manager and then general manager of
Beijing China Railway Construction Engineering Corporation (It 48R TR LT from April 1990 to
April 2001, the deputy general manager of CRCCG from April 2001 to November 2007. He has substantial
experience in the real estate development business. Mr. Fan has been the vice president of the Company since
November 2007. He is responsible for the real estate development business of our Company. Mr. Fan
graduated from Changsha Railway Institute, PRC in 1980 majoring in civil construction and he is a senior
engineer.

Mr. ZHAO Guangfa (BiRE#), 55, Vice President of the Company. Mr. Zhao joined CRCCG Group
in 1970. He served as deputy chief, then chief and deputy secretary to the communist party committee of the
18th Enginecering Burcau of the Ministry of Railways {the predecessor of China Railway 18th Bureau Group
Company Limited) from May 1994 to December 1999, a director and deputy secretary of communist party
committee of China Railway 18th Engineering Bureau from December 1999 to August 2001, chairman and
deputy party secretary of China Railway 18th Bureau Group Co., Ltd. from August 2001 to December 2004,
the deputy general manager of CRCCG from December 2004 to November 2007. He has substantial
experience in the safety, quality and control aspects of construction project management. Mr. Zhao has been
the vice president of the Company since November 2007 and is responsible for our project management.
Mr. Zhao graduated from Asia International Open University {(Macau) and obtained his master degree in
business administration in 2001 and is a senior engincer.

Mr. ZHOU Zhiliang (J#3E), 42, Vice President of the Company. Mr. Zhou has significant
knowledge and understanding of the PRC construction industry and abundant operational and management
experience. Mr. Zhou joined CRCCG in 2003. Mr. Zhou served as chairman of the labor union, president and
deputy party secretary of Fourth Survey and Design Institute of the Ministry of Railways (the predecessor of
China Railway Fourth Survey and Design Institute) from January 2000 to December 2004, deputy general
manager of CRCCG from December 2004 to November 2007. He has substantial experience in engincering
design and project management. Mr. Zhou has been the vice president of the Company since November 2007
and is responsible for the sales and operations of our Company. Mr. Zhou graduated
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from China University of Mining, PRC in 1985 with a bachelor degree in hydrogeology and engineering
geology and is a senior engineer.

Mr. ZHUANG Shangbiao (E#H#), 45, Chief Financial Officer of the Company. Mr. Zhuang has
substantial experience in corporate finance and financial management. Mr. Zhuang joined CRCCG in 2005.
He served as the deputy general manager of the financial division of China Road and Bridge Construction
Corporation (P B2 EEHERR 8 A F) from March 1992 to February 1994, the deputy general manager and
executive deputy general manager of China Road and Bridge Group (H.K.) Limited from February 1994 to
February 2001, chief accountant of China Road and Bridge (Group) Corporation from February 2001 to
August 2005, chief accountant of CRCCG from August 2005 to November 2007, as well as the chief legal
adviser of CRCCG from April 2006 to November 2007. Mr. Zhuang has been the chief financial officer of the
Company since November 2007. Mr. Zhuang graduated from Changsha Jiaotong Institute, PRC in 1985
majoring in engineering and financial accounting and obtained a bachelor degree in engineering. He is a senior
accountant.

Secretary to Board of Directors

Mr. LI Tingzhu (ZEFE4E), 57, Secretary to Board of Directors of the Company. Mr. Li has significant
knowledge and understanding of the PRC construction industry and abundant operational and management
experience. He also has the qualification recognized by the PRC regulatory authority for appointment as a
secretary to the board of the directors of a listed company. Mr. Li joined the CRCCG Group in 1968. Mr. L1
served as the vice division head of the party committee organization of CRCCG from September 1989 to
November 1998, a director of the party office of CRCCG from April 1998 to January 2005, the vice president
of the labor union and the director of the party office of CRCCG from January 2005 to December 2005,
secretary to the board of directors of CRCCG from December 2005 1o November 2007. Mr. Li has been the
secretary to the Board of Directors of the Company since November 2007. Mr. Li graduated from the Central
Communist Party School, PRC in 1992 majoring in economics and management and is a senior political
engineer.

Qualified Accountant

Mr. LAW Chun Biu (EE#zE4), 34, has served as Qualified Accountant of the Company since
December 2007. Mr. Law is employed by the Company on a fuli-time basis and is a member of our senior
management as required under Rule 3.24 of the Hong Kong Listing Rules. Mr. Law is a member of Hong
Kong Institute of Certified Public Accountants and The Association of Chartered Certified Accountants.
Before joining the Company, Mr. Law was the group finance manager of South East Asia Holdings Ltd. From
October 2006 to April 2007, Mr. Law was a finance manager of Fujikon Industrial Co. Ltd. From March 2003
1o October 2006, Mr. Law was a senior accountant of Tonic Electronics Lid. From March 2000 to December
2002, Mr. Law worked for Harbor Ring Management Limited as an assistant accounting manager. Mr. Law
graduated from the Hong Kong University of Science and Technology in 1997 with a bachelor degree of
business administration in accounting. He also holds a master’s degree in information systems from the Hong
Kong Polytechnic University in 2006.

BOARD COMMITTEES

The Board delegates certain responsibilities to various committees. In accordance with relevant
PRC laws and regulations, the Company has formed four board committees, including strategy and
investment committee, audit committee, nomination committee, and remuneration and evaluation commitiee.
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Strategy and Investment Committee

Our strategy and investment committee consists of three Directors: Mr. JIN Puging, Mr. WU Xiachua
and Mr. WU Taishi. Mr. JIN Pugqing currently serves as the chairman of our strategy and investment
committee. The primary responsibilities of our strategy and investment committee are to formulate our overall
development plans and investment decision-making procedures, which include, among other things:

® reviewing our long-term development strategies;
* reviewing major issues affecting our development; and

e reviewing significant capital expenditure, investment and financing projects that require approval
of the Board of Directors.

Audit Committee

Our audit committee consists of three Directors: Mr. WU Taishi, Mr. DING Yuanchen and
Mr. NGAI Wai Fung. Mr. WU Taishi currently serves as the chairman of our audit committee. The primary
responsibilities of our audit commiltee are to review and supervise our financial reporting process, which
include, among other things:

* appointing and supervising the work of our independent auditors and pre-approving all non-audit
services to be provided by our independent auditors,

® reviewing our annual and interim financial slatements, earnings releases, critical accounting
policics and practices used to prepare financial statements, alternative treatments of financial
information, the effectiveness of our disclosure controls and procedures and important trends and
developments in financial reporting practices and requirements;

® reviewing the planning and staffing of internal audits, the organization, responsibilities, plans,
results, budget and staffing of our internal audit team and the quality and effectiveness of our
internal controls;

®  reviewing our risk assessment and management policies; and

®  establishing procedures for the treatment of complaints received by us regarding accounting,
internal accounting controls, auditing matters, potential violations of law and questionable
accounting or auditing matters.

Nomination Committee

Our nomination committee consists of three Directors: Mr. LI Kecheng, Mr. HUO Jingui and
Mr. ZHAQO Guangjie. Mr. L1 Kecheng currently serves as the chairman of our nomination committee. The
primary responsibilities of our nomination committee are to formulate the nomination procedures and
standards for candidates for Directors and senior management, to conduct preliminary review of the
qualifications and other credentials of the candidates for Directors and senior management, to formulate,
review and supervise the implementation of the performance of the Directors and the senior management,

Remuneration and Evaluation Committee

Our remuneration and evaluation committee consists of three Directors: Mr. ZHAO Guangjie,
Mr. DING Yuanchen and Mr. LI Kecheng. Mr. ZHAQ Guangjie currently serves as the chairman of our
remuncration and evaluation committee. The primary responsibilities of our remuneration and evaluation
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committee are to formulate the training and remuneration policies and to determine and manage the
remuneration of our senior management, which include, among other things:

e  approving and oversecing the total remuneration package for our executive officers, evaluating the
performance of and determining and approving the compensation to be paid to our senior
management;

e reviewing and making recommendations to the Board of Directors with respect to our Directors’
remuneration; and

® reviewing and making recommendations to the Board of Directors regarding executive
remuneration objectives, strategies and principles.

WAIVERS GRANTED BY THE HONG KONG STOCK EXCHANGE

Waiver from strict compliance with Rule 8.12 and Rule 194.15 of the Hong Kong Listing Rules in
relation to management presence in Hong Kong

According to Rule 8.12 and Rule 19A.15 of the Hong Kong Listing Rules, an issuer must have
sufficient management presence in Hong Kong and at least two of the issuer’s executive directors must be
ordinary residents in Hong Kong. Since we have our headquarters and most of our operations in the PRC, we
do not, and in the foreseeable future, wilt not, have management presence in Hong Kong. Currently, all of the
executive Directors reside in the PRC.

Accordingly, the Company has applied to the Hong Kong Stock Exchange for, and the Hong Kong
Stock Exchange has granted the Company, a waiver from strict compliance with Rule 8.12 and Rule 19A.15
of the Hong Kong Listing Rules. The Company has made arrangements to maintain effective communication
between the Company and the Hong Kong Stock Exchange as follows:

&  onc of the authorized representatives of the Company, Mr. HUO Jingui, a non-executive Director,
is a PRC resident but will be readily contactable by the Hong Kong Stock Exchange and will be
able to meet with the Hong Kong Stock Exchange 1o discuss any matters in relation to the
Company on short notice;

®  another authorized representative of the Company, Mr. LAW Chun Biu, who is a joint company
secretary of the Company and resident in Hong Kong, also acts as a channel of communication
with the Hong Kong Stock Exchange;

e  both of the authorized representatives of the Company have means of contacting all Directors
(including the non-executive Directors) promptly at all times as and when the Hong Kong Stock
Exchange wishes 1o contact the Directors on any matlers,

e cach of the Directors who is not ordinarily resident in Hong Kong possesses or will be able to
apply valid travel documents to visit Hong Kong and will be able to meet with relevant members
of the Hong Kong Stock Exchange within a reasonable period of time;

e  the Company has one independent non-executive Director, namely, Mr. NGAI Wai Fung, who is
ordinarily resident in Hong Kong; and

® the Company has agreed to appoint Citi and Macquarie as the joint compliance advisers of the
Company which will serve as further channel of communication with the Hong Kong Stock
Exchange for the period from the Listing Date to the date on which the Company has mailed its
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annual reports to its shareholders for the first full financial year immediately after listing of the
H Shares.

Waiver from strict compliance with Rule 8.17 and Rule 194.16 of the Hong Kong Listing Rules in
relation to appointment of the Joint Company Secretaries

According to Rule 8.17 of the Hong Kong Listing Rules, the secretary of the Company must be a
person who is ordinarily resident in Hong Kong and who has the requisite knowledge and experience to
discharge the functions of secretary of a listed company and who:

{a) is an ordinary member of The Hong Kong Institute of Chartered Secretary, a solicitor or
barrister as defined in the Legal Practitioners Ordinance or a professional accountant; or

{(b) is an individual who, by virtue of his academic or professional qualifications or relevant
experience, is, in the opinion of the Hong Kong Stock Exchange, capable of discharging the
functions of a company secretary of an issuer.

Rule 19A.16 of the Hong Kong Listing Rules, however, does not require the secretary of a PRC issuer
to be ordinarily resident in Hong Kong, provided that such person can meet the other requirements under
Rule 8.17 of the Hong Kong Listing Rules.

Mr. LI Tingzhu does not possess the specified qualifications required by Rule 8.17 of the Hong Kong
Listing Rules. Given the important role of the company secretary in the corporate governance of a listed
issuer, particularly in assisting the listed issuer as well as its directors in complying with the Hong Kong
Listing Rules and other relevant laws and regulations, the Company has the following arrangements:

¢  the Company has appointed Mr. LAW Chun Biu who meets the requirements under Rule 8.17 of
the Hong Kong Listing Rules, as a joint company secretary to assist Mr. LI so as to enable him to
acquire the relevant experience (required under Rule 8.17(3) of the Hong Kong Listing Rules) to
discharge the duties and responsibilities as a company secretary of the Company.

®  Mr. LAW Chun Biu will communicate regularly with Mr. L1 on matters relating to corporate
governance, the Hong Kong Listing Rules as well as other laws and regulations which are relevant
to us and our other affairs. Mr. LAW Chun Biu will work closely with, and provide assistance to,
Mr. LI in the discharge of his duties as a joint company secretary.

¢  Mr. LAW Chun Biu has been appointed for an initial period of three years from the Listing Date.
Upon expiry of the three-year period, a further evaluation of the qualifications and experience of
Mr. LI and the need for on-going assistance would be made.

We have applied to the Hong Kong Stock Exchange for, and have been granted, a waiver from strict
compliance with the requirements of Rule 8.17 and Rule 19A.16 of the Hong Kong Listing Rules.

COMPENSATION OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

The Company was incorperated on 5 November 2007. Prior to that, we did not exist as an independent
legal entity and our operations were conducted by the various operating subsidiaries of CRCCG, which are our
members. The compensation information set forth below for the Direclors, Supervisors and various other
employees, insofar as it relates to periods prior to our incorporation, is stated at historical amounts as if our
current structure had been in existence throughout the relevant periods.
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The Directors, Supervisors and senior management of the Company receive compensation in the form
of salaries, bonuses, housing allowances and other benefits in kind, including our contribution to the pension
plan on their behalf. The aggregate fees and compensation paid to the Directors, Supervisors and senior
management of the Company in the years ended 31 December 2004, 2005, 2006 and the eleven months ended
30 November 2007 were approximately RMB3.4 million, RMBS5.7 million, RMB6.6 million and
RMBS5.7 million, respectively. As required by the PRC regulations, we participate in various defined
contribution pension funds organized by provincial and municipal governments for our employees, including
the employees who are also directors, supervisors and management personnel. The Company contributed
RMBI1.1 million and RMBO0.9 million, respectively, as pension funds for the Directors, Supervisors and senior
management of the Company in the year ended 31 December 2006 and the eleven months ended
30 November 2007. The aggregate amount of compensation we paid to our five highest paid individual
employees during the year ended 31 December 2006 and the ¢leven months ended 30 November 2007 was
approximately RMB6.0 million and RMB6.9 million respectively. Under the existing arrangements currently
in force, the aggregate remuneration payable to and benefits in kind received by the Directors (including four
independent non-executive Directors) and Supervisors, in respect of the year ended 31 December 2007 were
approximately RMB2.9 million (including RMB0.4 million received by our independent non-cxecutive
Directors) and RMBI.1 million, respectively.

Share Appreciation Rights Plan

In order to motivate and incentivize our employees (including our Directors and senior management),
the Company intends to implement a share appreciation rights plan (the “SAR Plan”). The proposed
adoption of the SAR Plan has been approved by the SASAC in principle. Before the implementation of the
SAR Plan, the proposed SAR Plan is required to be approved by the SASAC and the sharehoiders of the
Company.

Under the proposed SAR Plan, eligible participants will be entitled to a cash payment by the Company
equal to the appreciation, if any, in the fair market value of the Shares from the date of the grant of such
appreciation rights to the date of the exercise of such rights, subject to certain terms and conditions.

No Shares will be issued under the SAR Plan, Accordingly, the shareholding of the sharcholders of the
Company will not be diluted by the implementation of the SAR Plan.

JOINT COMPLIANCE ADVISERS

The Company has agreed to appoint Citi and Macquarie to be the joint compliance advisers upon
listing in compliance with Rules 3A.19 and 19A.05 of the Hong Kong Listing Rules. The Company expects to
enter into a compliance advisers’ agreement with the joint compliance advisers prior to the Listing Date, the
material terms of which are as follows:

(a) the Company will appoint Citi and Macquarie as the joint compliance advisers for the purpose of
Rules 3A.19 and 19A.05 of the Hong Kong Listing Rules for a period commencing on the
Listing Date and ending on the date on which the Company complies with Rule 13.46 of the
Hong Kong Listing Rules in respect of the financial results of the Company for the first full
financial year commencing after the Listing Date, or until the agreement is terminated,
whichever is earlier;

(b) the joint compliance advisers will provide us with certain services, including providing us with
proper guidance and advice as to compliance with the requirements under the Hong Kong
Listing Rules and applicable laws, rules, codes and guidelines and provide advice to the
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(c)

(d)

(e)

(M

Company on the continuing requirements under the Hong Kong Listing Rules and applicable
laws and regulations;

the joint compliance advisers will, as soon as reasonably practicable, inform us of any
amendment or supplement to the Hong Kong Listing Rules announced by the Hong Kong Stock
Exchange from time to time, and of any amendment or supplement to the applicable laws and
guidelines;

the joint compliance advisers will act as the principal channel of communication of the Company
with the Hong Kong Stock Exchange;

the Company will agree to indemnify the joint compliance advisers for certain actions against
and losses incurred by the joint compliance advisers arising out of or in connection with the
performance by the joint compliance advisers of their dutics under the agreement, or any
material breach by us of the provisions of the agreement, provided that the indemnity will not
apply to any action or loss which is finally judicially determined to have been caused by the
willful default, fraud or gross negligence on the part of the joint compliance advisers; and

the Company may terminate the appointment of a joint compliance adviser if the relevant
compliance adviser’s work is of an unacceptable standard or if there is a material dispute over
fees payable to the compliance adviser (which cannot be resolved within 30 days}; any one of the
joint compliance advisers will have the right to terminate their appointment if we committed a
breach of the compliance advisers’ agreement, or by service of three months’ written notice to the
Company.
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SUBSTANTIAL SHAREHOLDER

Upon our incorporation on 5 November 2007, the entire issued share capital of the Company was
beneficially owned by CRCCG as follows:

Name Number of Shares Yoting power (%)

CROCG L e £,000,000,000 100

Immediately following the completion of the A Share Offering, we expect that the only party
beneficiaily interested in 10% or more of the voting power at any of the shareholders’ general meeting of the
Company will be as follows:

Name Number of Shares Voting power (%)

CROCG .. e 8,000,000,000 76.6

Immediately following the completion of the A Share Offering and the Global Offering (assuming the
Over-allotment Option is not exercised), we expect that the only party beneficially interested in 10% or more
of the voting power at any of the shareholders’ general meeting of the Company will be as follows:

Name Number of Shares  Voting power (%)
CROCG . e e 7,829,400,000 64.4

If the Over-allotment Option is exercised in full, CRCCG will own approximately 62.9% of the total
Shares then in issue.

None of the Directors or Supervisors is a legal or beneficial owner of any of the Shares, We are not
aware of any arrangement currently in place which may at a subsequent date result in a change of control of
the Company.

For more information on CRCCG, see “Restructuring” and “Relationship with CRCCG”.
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A SHARE OFFERING AND TRADING PRICE OF THE A SHARES

We announced the A Share Offering on 15 February 2008. The A Share Offering comprises an offering
of 2,450,000,000 A Sharcs for subscription, with no over-allotment. The A Shares offered represent 23.4% of
the Company’s total share capital before the Global Offering, or 20.2% of the Company’s total share capital
after the Global Offering assuming that the Over-allotment Option is not exercised. The offer price for the
A Shares is expected to be not less than RMBB8.00 per A Share and not more than RMB9.08 per A Share, and
will be determined based on prevailing market conditions and domestic customary pricing consultation
mechanisms.

A Shares and H Shares are generally neither interchangeable nor fungible, however, the A Shares may
be converted into the H Shares. See “Share capital — Transfer of the domestic shares for listing and trading
on the Hong Kong Stock Exchange” for details. The market prices of the A Shares and H Shares may be
different after the Global Offering.

Before A Share Offering and Global Offering

As of the date of this Prospectus, the registered share capital of the Company is RMBR,000,000,000
divided into 8,000,000,000 Domestic Shares of nominal value of RMB1.00 each, all of which are held by
CRCCG.

After A Share Offering but before Global Offering

After the A Share Offering but before the Global Offering, the registered share capital of the Company
will be RMB10,450,000,000 divided into 10,450,000,000 Domestic Shares (including A Shares) of nominal
value of RMBI1.00 each and is categorized as follows:

Approximate
percentage of

Number of issued share

Shareholders Nature Shares capital
%
CRCCG ... i A Shares'V 7,803,810,000 74.7
................................ Domestic Shares (not 196,150,000 1.9
publicly tradeable) ‘!

8,000,000,000 76.6
Public holders of A Shares ............... A Shares 2,450,000,000 23.4
Total ... ..o 10,450,000,000 100.0

{1)  Upon completion of the A Share Offering, of the 8,000,000,000 Domestic Shares initially held by CRCCG upon the estabiishment
of the Company as a joint stock limited company,

{a)  7.803,810,000 Domestic Shares will hecome A Shares on the date of A Share Listing. According to the PRC Company
Law, such A Shares will be subject to a lock-up peried of one year from the date of A Share Listing. Pursuant to the listing
rules of the Shanghai Stock Exchange, such A Shares held by CRCCG will be additionally subject to a lock-up period of
36 months from the date of A Share Listing; and

(b) 196,190,000 Domestic Shares will, pursuant to the PRC regulations on reduction of State-owned shares, be reserved for
disposal by CRCCG (by converting such Domestic Shares into H Shares) and be held by NSSF upon completion of the
Global Offering. Such Domestic Shares are inclusive of (i) 170,600,000 Domestic Shares initially to be disposed of by
conversion into H Shares at the Global Offering; and (ii} 25,590,000 Domestic Shares to be disposed of by conversion into

226




SHARE CAPITAL

H Shares if the Over-allotment Option is exercised in full. If the Global Offering shall not proceed, such 196,190,000
Domestic Shares will become A Shares.

Upon Completion of Glebal Offering

After the A Share Offering and immediately after the completion of the Global Offering, and assuming
that the Over-allotment Option is not exercised, the share capital of the Company will be
RMBI12,156,000,000, comprising 1,876,600,000 H Shares and 10,279,400,000 Domestic Shares {including
A Shares), representing 15.4% and 84.6%, respectively, of the total share capital of the Company. Particulars
of the share capital of the Company will be categorized as follows:

Approximate
percentage of
Number of issued share
Shareholders Nature Shares capital
%
CRCCG ... i A Shares!! 7,803,810,000 64.2
...................................... Domestic Shares (not 25,590,000 0.2
publicly tradeable)‘"
7,829,400,000 64.4
Public holders of A Shares ............... A Shares 2.,450,000,000 20.2
H Shares issued and converted pursuant to
the Global Offering . . .................. H Shares? 1,876,600,000 15.4
Total ... .o 12,156,000,000 100.0
Notes:
{1}  Upon completion of the A Share Offering and the Giobal Offering, 7,829,400,000 Domestic Shares will be held by CRCCG, of
which

{a)  7,803,810,000 Domestic Shares will have become A Shares. According to the PRC Company Law, such A Shares will be
subject to a lock-up period of one year from the date of A Share Listing. Pursuant to the listing rules of the Shanghai Stock
Exchange, such A Shares held by CRCCG will be additionally subject to a lock-up period of 36 months from the date of
A Share Listing; and

{b) 25,590,000 Domestic Shares will, pursuant to the PRC rcgulations on reduction of State-owned shares, be reserved for
disposal of by CRCCG (by converting such Domestic Shares into H Shares} and be held by NSSF upon the exercise of
the Over-allotment Option in full. If the Over-allotment Optien is not exercised or partly exercised, such 25,590,000
Domestic Shares or any part thereof will become A Shares,

(2)  Such 1,876,600,000 H Shares are inclusive of (i) 1,706,000,000 H Shares offered in the Global Offering; and (ii) 170,600,000
H Shares (converted from Domestic Shares and disposed of by CRCCG pursuant to the PRC regulations on reduction of State-
owned shares) held by NSSF.
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After the A Share Offering and immediately after the completion of the Global Offering, and assuming
that the Over-allotment Option is exercised in full, the share capital of the Company will be
RMB12,411,900,000, comprising 2,158,090,000 H Shares and 10,253,810,000 A Shares, representing 17.4%
and 82.6%, respectively, of the total share capital of the Company. Particulars of the share capital of the
Company will be categorized as follows:

Approximate
percentage of

Number of issued share
Shareholders Nature Shares capital
%

CRCCG. . .. A Shares!" 7,803,810,000 62.9
Public holders of A Shares ............cooviiiun... A Shares 2,450,000,000 19.7
H Shares issued and converted pursuant to the Global

Offering . ... H Shares® 2,158,090,000 17.4

Total. o e 12,411,900,000 100.0
Notes.

(1}  Upon completion of the A Share Offering and the Global Offering, such 7,803,810,000 A Shares will be subject to a lock-up period
of one year from the date of the A Share Listing. Pursuant to the listing rules of the Shanghai Stock Exchange, such A Shares held
by CRCCG will be additionally subject to a lock-up period of 36 months from the date of the A Share Listing.

{2)  Such 2,158,090,000 H Shares are inclusive of (i) 1,961,900,000 H Shares offered in the Global Offering, assuming the exercise of
the Over-allotment Option in (ull; and (ii) 196,190,000 H Shares (converted from Domestic Shares pursuant to the PRC
regulations on reduction of State-owned shares) held by NSSF, comprising (a} 170,600,000 H Shares (converted from Domestic
Shares) upon completion of the Global Offering but before the exercise of the Over-allotment Option; and (b} 25,590,000 H
Shares (converted from Domestic Shares) upon the exercise of the Over-allotment Option in full,

RANKING

A Shares and H Shares are ordinary shares in the share capital of the Company upon completion of the
Global Offering. However, apart from the PRC qualified domestic institutional investors, H Shares generally
cannot be subscribed for by or traded between legal or natural persons of the PRC. A Shares, on the other
hand, may only be subscribed for by, and traded between legal or natural persons of the PRC (other than
Hong Kong, Macau and China Taiwan) and qualified foreign institutional investors or qualified foreign
strategic investors approved by CSRC and must be subscribed for and traded in Renminbi. All cash dividends
in respect of H Shares are to be declared in Renminbi and to be paid by the Company in Hong Kong dollars,
whereas all dividends in respect of A Shares are to be paid by the Company in Renminbi. In addition to cash,
dividends may be distributed in the form of Shares. Any distribution of Shares, however, must be approved by
special resolution of the Shareholders. For holders of H Shares, dividends in the form of Shares will be
distributed in the form of additional H Shares. For holders of A Shares, dividends in the form of Shares will be
distributed in the form of additional A Shares.

In addition, A Shares and H Shares are regarded as different classes of shares under the relevant terms
of the Articles of Association. The differences between the two classes of shares are set out in the Articles of
Association in detatls.

Further, under the Articles of Association, any change or abrogation of the rights of class shareholders
should be approved by way of a special resolution of the general meeting of sharcholders and by a separate
meeting of shareholders convened by the affected class sharcholders. However, as provided in the Articles of
Association, the procedures for approval by separate class sharcholders shall not apply (i) where we issue,
upon approval by a special resolution of our shareholders in a general meeting, either separately or
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concurrently every 12 months, not more than 20% of each of the existing issued A Shares and H Shares;
(ii} where our plan to issue A Shares and H Shares on establishment is implemented within 15 months from
the date of approval by the securities regulatory authorities of the State Council; or (iii) where our promoter
converts its Shares to overseas listed foreign invested shares to be listed and traded in a foreign stock exchange
upon receiving the approval of the authorized securities approval authorities of the State Council, including
the CSRC.

Except as described above and in relation to the dispatch of notices and financial reports to
shareholders, dispute resolution, registration of shares on different parts of the register of shareholders, the
method of share transfer and the appointment of dividend receiving agents, which are all provided for in the
Articles of Association and summarized in “Appendix VII1 — Summary of Articles of Association”,
A Shares and H Shares will however rank pari passu with each other in all other respects and, in particular,
will rank equally for all dividends or distributions declared, paid or made after the date of this Prospectus.

A Shares and H Shares are generally neither interchangeable nor fungible, and the market prices of the
A Shares and H Shares may be different after the A Share Offering and Global Offering.

TRANSFER OF THE DOMESTIC SHARES FOR LISTING AND TRADING ON THE
HONG KONG STOCK EXCHANGE

According to the stipulations by the State Council securities regulatory authority and the Articles of
Association, the holders of the Domestic Shares (A Shares) may transfer the Domestic Shares held by them
to overseas investors, and such transferred shares may be listed or traded on an overseas stock exchange
provided that the transfer and trading of such transferred shares shall have obtained the approval by the State
Council securities regulatory authorities, including the CSRC. In addition, such transfer shall have completed
any requisite internal approval process and complied with the regulations prescribed by the State Council
securities regulatory authorities and the regulations, requirements and procedures prescribed by the relevant
stock exchange. No approval by separate class meeting is required for the listing and trading of such
transferred shares on an overseas stock exchange.

In this regard, if any holder of our Domestic Shares is to transfer its Domestic Shares to overseas
investors and for listing and trading on the Hong Kong Stock Exchange, such transfer and conversion will need
to obtain the approval of the relevant PRC regulatory authorities, including the CSRC.

Based on the methodology and procedures for the transfer and conversion of the Domestic Shares into
H Shares as disclosed below, we can apply for the listing of all or any portion of the Domestic Shares on the
Hong Kong Stock Exchange as H Shares in advance of any proposed transfer to ensure that the transfer
process can be completed promptly upon notice to the Hong Kong Stock Exchange and delivery of shares for
entry on the H Share register. Any listing of additional Shares after our initial listing on the Hong Kong Stock
Exchange is considered by the Hong Kong Stock Exchange to be a purely administrative matter. The relevant
procedural requirements for the transfer and conversion of the Domestic Shares to H Sharcs are:

(1) The holder of Domestic Shares is to obtain the requisite approval of CSRC or the authorized
securities approval authorities of the State Council for the transfer of all or part of its Domestic
Shares into H Shares.

(2) The holder of Domestic Shares is to issue to us a removal request in respect of a specified
number of the Shares attaching the relevant documents of title.
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{3) Subject to obtaining the approval of the Board, the Company would then issue a notice to the
H Share registrar with instructions that, with effect from a specified date, our H Share registrar is
to issue the relevant holders with H Share certificates for such specified number of Shares.

(4) Such specified number of Domestic Shares to be transferred to H Shares are then re-registered
on the H Share register maintained in Hong Kong on the condition that:

(a) our H Share registrar lodges with the Hong Kong Stock Exchange a letter confirming the
proper entry of the relevant H shares on the H Share register and the due dispatch of
H share certificate; and

(b) the admission of the H Shares (converted from Domestic Shares) to trade in Hong Kong
will comply with the Hong Kong Listing Rules and the General Rules of CCASS and the
CCASS Operational Procedures in force from time to time.

(5) Upon completion of the transfer and conversion, the shareholding of the relevant holder of
Domestic Shares in our domestic share regisier will be reduced by such number of Domestic
Shares transferred and the number of H Shares in the H Share register will correspondingly be
increased by the same number of Shares.

(6) We will comply with the Hong Kong Listing Rules 1o inform the shareholders of the Company
and the public by way of an announcement of such fact not less than three days prior to the
proposed effective date.

Upon completion of the Global Offering, CRCCG will be subject to the following regulatory transfer
restrictions:

®  Under the PRC Company Law, Shares which have been issued before we publicly issue Shares
are prevented from being transferred within one year from the date of listing on a stock exchange.

®*  Under the Hong Kong Listing Rules, CRCCG as our controliing shareholder is prevented from,
amongst others (i) disposing of or agreeing to dispose any of the Shares for a period of six months
from the date of listing on the Hong Kong Stock Exchange; and (ii) during a period of six months
thereafter, disposing of or agreeing to dispose of any of the Shares if, immediately after such
disposition, they would respectively cease to be our controlling sharcholder.

TRANSFER OF SHARES TO NSSF

According to relevant State policy of the PRC, shareholders who hold state-owned shares are generally
required to reduce their shares in an amount of 10% of the entire offering in any overseas public offering and
either remit the sale proceeds of such shares to NSSF or transfer such shares to NSSF for retention. Pursuant
to the approvals of the relevant PRC authorities, CRCCG is required to transfer to NSSF such number of
Domestic Shares as shall be equivalent to 10% of the number of Offer Shares. These Domestic Shares will be
converted into H Shares on a one-for-one basis upon the listing of the H Shares on the Hong Kong Stock
Exchange and will be held by NSSF immediately thereafter. Such share transfer to NSSF was one of the
conditions of obtaining the necessary PRC regulatory approvals for the Global Offering.

Upon completion of the A Share Offering and the Global Offering, NSSF will hold approximately
170,600,000 H Shares, representing approximately 1.4% of our total issued share capital, if the Over-allotment
Option is not exercised, or 196,190,000 H Shares, representing 1.6% of our total issued share capital if the
Over-allotment Option is exercised in full. These H Shares will not constitute any part of the Global Offering
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but will be considered as part of shares to be held by the public investors for the purpose of Rule 8.08 of the
Hong Kong Listing Rules. Neither CRCCG Group nor our Company will receive any proceeds from the
transfer by CRCCG to NSSF of such Shares or any subsequent disposal of such H Shares by NSSF. NSSF
will have no presence in the Board or our management team and have no influence over our normal business
activities, NSSF will become our shareholder if the aforesaid transfer of our H Shares is completed. There is
no legal restriction on NSSF to transfer or dispose of the H Shares following the listing of such H Shares.
NSSF has not entered or proposed to enter into any agreement, arrangement, understanding or undertaking
with us and our connected person(s).

As advised by our PRC legal adviser, Beijing Deheng Law Office:

e the aforesaid transfer is mandated by the relevant PRC authorities in accordance with the State
policy and neither CRCCG nor the Company has any influence over the decision; and

e  both the aforesaid transfer and conversion, and the retention of H Shares by NSSF following
completion of the Global Offering, have been approved by the relevant PRC authorities and are in
compliance with the relevant PRC law.
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Unless the context otherwise indicates, in the following discussion and analysis, the financial data
Jor the periods referred to herein reflects our financial condition after the Restructuring and has been
prepared as if our current structure had been in existence throughout the Track Record Period. In
addition, the financial data includes certain other businesses retained by CRCCG that were historically
associated with the Predecessor Operations.

Unless otherwise indicated, all financial data, whether presented on a consolidated basis or by
segmient, is presented after elimination of inter-segment and other inter-company transactions.

SELECTED HISTORICAL CONSCOLIDATED FINANCIAL INFORMATION AND OPERATING
DATA

Selected Historical Consolidated Financial Information

The following tables present our selected historical consolidated financial information for the periods
indicated, The selected summary consolidated income statement information, segment financial information
and cash flow information and other financial information for the years ended 31 December 2004, 2005 and
2006 and the eleven months ended 30 November 2006 and 2007, and the selected summary consolidated
balance sheet information as of 31 December 2004, 2005 and 2006 and 30 November 2007 are derived from
and should be read in conjunction with the consolidated financial information set forth in “Appendix I —
Accountants’ Report” in this Prospectus. See “— Management’s discussion and analysis of financtal condition
and results of operations — Basis of presentation™ for the way we account for the operations and financial
results transferred to us by CRCCG.

Eleven months ended

Year ended 31 December 30 November
2004 2005 2006 2006 2007
{audited) (audited) {audited) (unaudited) {(andited)
(RMB million)

Selected consolidated income

statement information
IFRS
Revenue .........ooiviiinnunnnn., 86,187.5 110,794.7 153,605.0 138,283.7 146,667.0
Costofsales...................... (79,802.6) (102,869.8) (144,013.0) (129,682.1) (136,934.5)
Grossprofit....................... 6,384.9 7,924.9 9,596.0 8,601.5 9,732.5
Other income and gains, net. . ..... .. 125.2 202.8 185.9 133.1 549,70
Selling and distribution costs ........ (760.9) (926.9) (893.1) (812.1) (582.5)
Administrative expenses ............ (4,661.2) (5,251.7) (6,002.1) (5,458.5) (5,529.9)
Otherexpenses . ................... (630.6) (674.2) (448.3) (420.2) (228.3)
Profit from operations .............. 457.4 1,274.9 2,438.3 20439 3,941.6
Finance revenue ................... 280.7 384.0 546.6 4937 5318
Finance costs ..................... {416.2) (782.8) (909.3) (826.7) (1,071.5)
Share of profits and losses of:

Jointly-controlied entities ......... 49.6 34.1 255 230 12.9

Associates .. ... ... 0.4 25.1 {2.9) (0.9) 23
Profit before tax ................... 371.9 9354 2,098.2 1,733.0 3,417.0
TaX. ottt (179.3) (409.5) (596.3) (499.7)  (1,411.6)®
Profit for the year/period ........... 192.6 5259 1,502.0 1,233.4 2,005.5
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Eleven months ended

Year ended 31 December 30 November
2004 2005 2006 2006 2007
{audited) {audited) (audited) (unaudited) (audited)

{(RMB million)

Attributable to:

Equity holder of the Company ... .. 102.9 3493 1,213.0 1,007.7 2,008.7

Minority interests .. .............. 89.7 176.5 289.0 2257 {3.2)

Distributions . .......... ... ol — 132.7 305.1 279.7 4,685.0
{1) Include a significant gain on disposal of a subsidiary of RMB315.8 million.

(2)

Includes the write-off of net deferred tax assets of RMB600.2 million as a result of reduction of
income tax rate from 33% to 25% effective on 1 January 2008 according to the PRC Corporate
Income Tax Law, which caused a decrease of RMB60(0.2 million in the net profit for the eleven
months ended 30 November 2007.

As of 31 December As of 30 November
2004 2005 2006 2007
{audited) (audited) (audited) (audited)

(RMB million)

Selected consolidated balance sheet information

IFRS
ASSETS
Non-current assets. ........................ 18,132.8 19,425.1 22,497.0 25,902.5
Current assets. . .......ov i, 61,511.8 80,922.2  102,052.7 129,116.1
Cash and cash equivalents ................ 13,600.6 16,699.4 20,960.8 25,769.4
Other current @ssets ..........vivvunrrans 47911.2 64,2228 81,091.9 103,346.7
Total assets .. ....... ... ...l 79,644.6 1003473  124,549.7 155,018.6
EQUITY AND LIABILITIES
Total equity .......coovirniiiiiiiiiaa 2,223.0 2,602.6 3,687.8 4,935.0
Equity attributable to equity holder of the
Company ........ovviiiriiiiiiiiaa.., 1,603.9 1,774.3 2,637.4 4,726.6
Minority interests. . .............. ... ... 619.1 828.2 1,050.4 208.4
Non-current liabilities ... ................... 14,013.8 15,941.0 16,921.5 14,477.3
Current liabilities. . ................... ... 63,407.8 81,803.8 103,940.4 135,606.3
Total equity and liabilities.................... 79,644.6 100,347.3  124,549.7 155,018.6
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Eleven months ended
Year ended 31 December 30 November

2004 2005 2006 2006 2007

(audited) {audited) (nudited) (unaudited} (audited)
{RMRB million)

Selected consolidated cash flow information

IFRS
Net cash inflow from operating activities ..  2,843.5 4,576.7 6,336.9 4.246.4 6,026.6
Net cash outflow from investing activities .. (3,008.4) (4,731.8) (4,809.0) (2,925.9) (9,732.7)
Net cash inflow from financing activities . . . 873.2 2,721.7 2,672.0 33870 9,001.8
Eleven months ended
Year ended 31 December 30 November
2004 2005 2006 2006 2007

(audited) (audited) (audited) {unaudited) (audited)
(RMB million)

Segment financial information

IFRS
Profit from operations
Construction operations . ................ 1.6 822.7 2,093.4 1,731.8 34213
Survey, design and consultancy operations 102.0 93.4 80.7 73.2 195.1
Manufacturing operations ............... 76.0 146.4 16.6 12.9 82.0
Other businesses .. ....... ..., 2777 212.4 247.6 226.0 2432
Total profit from operations . .............. 4574 1,274.9 2,438.3 2,043.9 3,941.6
Depreciation and amortization
Construction operations ................. 1,613.6 1,822.5 2,255.5 2,089.3 2,813.9
Survey, design and consultancy operations 89.9 8l.2 70.1 63.1 122.3
Manufacturing operations ............... 14.6 15.8 16.2 15.1 36.9
Other businesses ....................... 420 54.5 64.6 387 11.8
Total depreciation and amortization ........ 1,760.1 1,974.0 2,406.5 2,206.3 2,984.9
Capital expenditure
Construction operations ................. 2,890.3 3,305.0 6,157.0 4.099.7 9,196.3
Survey, design and consultancy operations 265.9 130.5 210.9 200.3 4479
Mannfacturing operations ............... 344 14.7 21.1 19.9 5199
Other businesses . ........... ... ... ... 102.6 9L.3 187.2 93.2 164.4
Total capital expenditure ................. 3,293.3 3,541.5 6,576.3 4,413.1 10,328.5

Other Selected Financial Information

The following table sets forth a full quantitative reconciliation of EBITDA to its most directly
comparable IFRS cquivalent, profit for the year/period, and the calculation of EBITDA margin.

Eleven months ended

Year ended 31 December 30 November
2004 2005 2006 2006 2007
(audited) (audited) (audited) (unandited} (audited)
(RMB million)
Profit from operations . .................. 4574 1,274.9 2,438.3 2,043.9 3,941.6
Depreciation and amortization. ........... 1,760.1 1,974.0 2,406.5 2,206.3 2.,984.9
EBITDAM . ... . ... ... ... ... 2,217.5 3,249.0 4,844.8 4,250.2 6,926.5
Revenue ......... ... ... . i, 86,187.5 110,794.7 153,609.0 138,283.7  146,667.0
EBITDA Margin’ ..................... 2.6% 2.9% 3.2% 3.1% 4.7%
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(1)  EBITDA, which is used to measure our operating performance, is defined as profit for the year/period plus finance costs, share of
losses/ (profits) of associates and jointly-controlled entities, income tax expense and depreciation and amortization, and less
finance revenue, or profit from operations plus depreciation and amortization. EBITDA margin is calculated by dividing EBITDA
by total revenue. We present our EBITDA and EBITDA margin here to provide additional information regarding our operating
performance and because our management believes EBITDA is useful to investors as a measure commonly used by securities
analysts, investors and other interesied parties in the evaluation of the performance of companies in the construction industry.
EBITDA is not a standard measure under IFRS. EBITDA should not be considered in isolation or construed as an alternative to
cash flows, profit for the year/period or any other measure of performance or as an indicator of our operating performance,
liquidity, profitability or cash flows generated by operating, investing or financing activities. EBITDA does not account for taxes,
interest expense or other non-operating cash expenses. In evaluating EBITDA, we believe that investors should consider, among
other things, the components of EBITDA such as turnover and operating expenses and the amount by which EBITDA exceeds
capital expenditures.

Selected Historical Operating Data

The following tables set forth selected operating data of each of our segments for the periods indicated:

Backlog

Backlog represents our estimate of the contract value of work that remains to be completed as of a
certain date. The contract value of a project represents the amount that we expect to receive under the terms
of the contract assuming the contract is performed in accordance with its terms. The following table sets out
the aggregate value of projects in our backlog of our construction operations, survey, design and consultancy
operations and manufacturing operations for the periods indicated:

As of 31 December As of 30 November
2004 2005 2006 2007
{RMB million)

Construction Operations ....................... 61,047.0  139,531.2 198,374.9 292,662.0
DOomestic. . ..ot e 58,037.0 130,415.2 156,360.9 175,708.3
OVerseas . ..ot e 3,010.0 8,116.0 42,0140 116,953.7

Survey, Design and Consultancy Operations ... ... 2,389.5 2,498.0 2,476.8 2,921.5

Manufacturing Operations ..................... 3,608.4 2,503.4 1,602.2 6,554.0

Total . .. e 67,0449 144,532.6 202,453.8 302,137.5

New contract value

New contract value represents the aggregate value of the contracts that we entered into during a
specified period. The value of a contract is the amount that we expect to receive under the terms of the
contract if the contract is performed in accordance with its terms. The following table sets out the aggregate
value of new contracts entered into by our construction operations, survey, design and consultancy operations
and manufacturing operations for the periods indicated:;

Eleven months ended

Year ended 31 December 30 November
2004 2005 2006 2007
{RMB million)

Construction Operations. .. .................. 140,336.1 189,156.4  198,203.7 223,659.6
Domestic ......... ... .. ... ... . . ... 136,574.4  176,247.5  154,588.5 134,576.1
OVEISBaS . . ottt e e e 3,761.7 12,908.9 43,615.1 89,083.6

Survey, Design and Consultancy Operations . . . . 2,479.7 2,743.3 3,073.3 2,947.6

Manufacturing Operations . .................. 1,724.1 1,144.6 1,064.4 6,321.5

Total....... ... .. .. . 144,539.8 193,044.2 202,341.4 232.928.7
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

You should read the following discussion and analysis in conjunction with our consolidated financial
information set forth in “Appendix I — Accountants’ Report” in this Prospectus, and our selected historical
consolidated financial information and operating data and the notes thereto included elsewhere in this
Prospectus. Qur consolidated financial information has been prepared in accordance with IFRS.

The following discussion and analysis contains certain forward-looking statemenis that reflect our
current views with respect (o future events and financial performance. These statements are based on
assumptions and analyses made by us in light of our experience and perception of historical trends, current
conditions and expected future developments, as well as other factors we believe are appropriate under the
circumstances. However, the actual outcome and developments may be subject to a number of risks and
uncertainties. See “Risk Factors” and "Forward-looking Statements”.

Overview

We are one of the ultra-large integrated construction companies in the world. In 2007, we were listed
among the Fortune Global 500 companies, ranking 384th in terms of total revenue. In the same year, we were
also ranked sixth out of the Top 225 Global Contractors in terms of total revenue from 2006 construction
operations according to ENR magazine and 15th out of the Top 500 Chinese Enterprises clected by the
Chinese Enterprise Confederation and the China Enterprise Directors Association in terms of total revenue.

The rapid cconomic growth in China during the past few years has encouraged the PRC Government
at each level to increase their investment in infrastructure construction. China therefore has become one of the
largest markets in the world for the infrastructure construction business. We primarily conduct the following
operations to meet the increasing demands of the domestic and overseas markets:

e  Construction operations: Our construction operations, primarily focusing on infrastructure
construction projects, have been our core business since our inception. We conduct the
construction operations through our subsidiaries, namely CCECC, the Eleventh to the Twenty-
Fifth Bureau Group companies, China Railway Construction Group Co., Ltd. China Railway
Electrification Bureau (Group) Co., Ltd. and China Railway Construction (HK) Limited. The
main focus of our construction operations is on the construction of railway, highway, metropolitan
railway, water conservancy and hydropower facility, airport, port, industrial and civil construction
and municipal projects. Business models adopted in our construction business include
(i) construction contracting, (ii) project management contracting, or PMC, and (iii) enginecring,
procurement and construction management, or EPC. Currently, we conduct most of our
construction operations through project management contracting. On certain circumstances, we
are also engaged in the construction operations by way of BOT, BT and BOO. We have been
engaged to provide services in 31 provinces, autonomous regions and, municipalities of China, as
well as Hong Kong and Macau. In addition, we are involved in infrastructure construction projects
located in overseas countries and territories, including those in Africa, Asia, the Middle-East and
Europe. In the years ended 31 December 2004, 2005 and 2006 and the cleven months ended
30 November 2006 and 2007, revenue generated from our construction operations before
elimination of inter-segment sales accounted for 93.1%, 93.6%, 94.7%, 94.7% and 93.9% of our
total revenue before climination of inter-segment sales, respectively.
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Survey, design and consultancy operations: Our survey, design and consultancy operations,
primarily conducted through the China Railway First Survey and Design Institute, China Railway
Fourth Survey and Design Institute, China Railway Fifth Survey and Design Institute, China
Railway Shanghai Design Institute Group Co., Lid, Beijing China Railway Construction
Electrification Design and Research Institute and Beijing Tiecheng Construction Supervision Co.,
Lid., constitutes one of our main operations. Qur operations include the provision of survey,
design, and consultancy services for civil engineering and transportation infrastructure projects,
including those involving railway, highway, metropolitan railway, water conservancy and
hydropower facility, airport, port, industrial and civil construction and municipal projects. We also
provide services for the management, research and development of new technology and
equipment. In recent years, we have also increased our services for electrical power supply and
telecommunications nctworks. In the years ended 31 December 2004, 2005 and 2006 and the
¢leven months ended 30 November 2006 and 2007, revenue generated from our survey, design and
consultancy operations before elimination of inter-segment sales accounted for 2.7%, 2.6%, 2.2%,
2.2% and 1.9% of our total revenue before elimination of inter-segment sales, respectively.

Manufacturing operations: We design, research, develop, manufacture and maintain large track
maintenance machinery, as well as railway track components, primarily through our two
subsidiaries, namely Kunming Zhong-Tie, and CRRS. As of the Latest Practicable Date, we were
the largest company in both China and Asia engaging in the research and development,
manufacturing, sales, maintenance and repair of large track maintenance machinery, occupying
more than 80% of the PRC domestic market share for large track maintenance machinery. In the
years ended 31 December 2004, 2005 and 2006 and the eleven months ended 30 November 2006
and 2007, revenue generated from our manufacturing operations before elimination of inter-
segment sales accounted for 1.6%, 1.2%, 0.9%, 0.9% and 1.1% of our total revenue before
elimination of inter-segment sales, respectively.

Other businesses: In addition to our main businesses, we have recently been engaged in the
development of various business operations that relate to our main businesses and demonstrate
potential for growth, such as businesses involving real estate development and logistics services. In
the years ended 31 December 2004, 2005 and 2006 and the eleven months ended 30 November
2006 and 2007, revenue generated from our other businesses before ¢limination of inter-segment
sales accounted for 2.6%, 2.6%, 2.3%, 2.3% and 3.1% of our total revenue before elimination of
inter-segment sales, respectively.
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The table below presents, for the periods indicated, our revenue from segment operations before
elimination of inter-segment sales in terms of amount and as a percentage of our total revenue before
elimination of inter-segment sales for the periods indicated:

For the year ended 31 December Eleren months ended 30 November
2004 1005 2006 2006 2007
{andited) (audited) {audited) {unaudited) (audited)

(RMB million) % {RMB millien} % (RMB million) % (RMB million) % (RMB million) %

Revenue
Construction operations!”’ 80,565.8 931 104,133 93.6  146,359.7 94.7  131,658.1 94.7 1391846 93.9
Survey, design and

consultancy operations 2,345.6 27 2.909.3 2.6 33485 2.2 2,995.8 22 2,748.7 1.9
Manufacturing operations 1,362.5 1.6 1,388.3 1.2 1,355.2 09 1,2374 .9 1,633.8 1.1
Other operations® ... .. 2,217.2 26 2,872.5 2.6 3,5539 23 3,152.8 23 4,625.0 3l

Subtotal ................. 86,491.1 1000  111,303.7 1000 1546173 1000  139,044.1 100.0 1481922 1000
Elimination............. (303.6) {509.0) (1,008.3) (760.4) (1,525.2)

Total .....oovvvnen it 86,187.5 110,794.7 153,609.0 138,283.7 146,667.0

(1) Include construction revenue from the BT and BOT projects as part of our capital investment operations. For the year ended
31 December 2004, 2005 and 2006 and the eleven months ended 30 November 2006 and 2007, we generated construction revenue
from BT and BOT projects of RMB185.9 million, RMB2,135.8 million, RMBI,604.6 million, RMB1,451.5 million and
RMB1,434.8 million, respectively.

(2)  Include revenues generated from real estate development, logistic services and other businesses, excluding construction revenue
from BT and BOT projects as part of capital investment operations.

Basis of Presentation

Our Company was established in the PRC on 5 November 2007 as a joint stock company with limited
liability under the Company Law as a result of a group reorganization of CRCCG. CRCCG is wholly-owned
by SASAC. Pursuant to the Decision on the Establishment of CRCC issued by the MOR (Tie Lao 1989
No. 69) on 16 June 1989, CRCCG was established and was registered with the State Administration of
Industry and Commerce on 28 August 1990. Prior to the establishment of our Company, construction, survey,
design and consultancy, and manufacturing operations were carried out by companies wholly-owned or
controlled by CRCCG.

Pursuant to the Restructuring, the Company issued 8 billion ordinary domestic shares with par value of
RMB1.00 per share to CRCCG in exchange for all subsidiaries now comprising our Company as well as the
principal operations and businesses of CRCCG that were transferred to us, which include: (i) all of the core
assets and liabilities relating to its construction operations; (ii) all of the core assets and liabilities relating to
its survey, design and consultancy operations; (iii) all of the core assets and liabilities relating to its
manufacturing operations including large track maintenance machinery and railway track components
manufacturing business; (iv) other businesses, including certain real estate development and logistics
operations; (v} contractual rights and obligations relating to the businesses, assets and liabilities transferred to
our Company; (vi) employees associated with the businesses transferred to our Company; (vii) qualifications,
licenses and approvals relating to the businesses transferred to our Company; and (viii) business and financial
records, books and data and technological data and know-how relating to the businesses transferred to our
Company.

In connection with the Restructuring, the Retained Operations principally include, (i) certain
buildings and prepaid land lease payments that do not have perfected titles and ownership certificates, which
were historically associated with the Predecessor Operations; (ii) supplementary defined benefits of retirees;
(jit) equity interests in certain companies not strategically complementary to our businesses; (iv) equity
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interests in the project companies of certain retained BOT projects; and (v) ancillary businesses including
hospitals and nurseries. For details, see “Relationship with CRCCG”.

For selected historical financial information relating to the Retained Operations, see Note 2 of the
Accountants’ Report in Appendix | to this Prospectus.

Since CRCCG contrelled the business operations and the related assets that were transferred to us
pursuant to the Restructuring, and continues to control us after the Restructuring, our historical consolidated
financial information has been prepared as a combination of businesses under common control in a manner
similar to a pooling-of-interests. Accordingly, the assets and liabilities transferred to us have been stated at
historical carrying amounts. In addition 10 the businesses transferred to us, the historical consolidated financial
information as presented in the Accountants’ Report in Appendix I and discussed herein also includes assets,
liabilities and results of operations of certain of the Retained Operations according to the details set out in the
agreement for the Restructuring entered into by the Company with CRCCG because they were an integral
part of, and historically associated with, the transferred business.

The financial information presenis the consolidated results and financial position of our Company as if
the current structure of our Company had been in existence throughout the Track Record Period and as if the
transferred businesses were transferred to our Company from CRCCG as of 1 January 2004.

Factors Affecting Our Results of Operations

Our results of operations and the period-to-period comparison of our financial results are affected by a
number of external factors. Qur consolidated financial statements may not be indicative of our future earnings,
cash flows or financial position for numerous reasons, including those described below.

Investment in transportation infrastructure by the PRC Goyvernment

Our main operations primarily involve infrastructure construction in China and, in particular,
transportation infrastructure construction. As a consequence, our businesses have benefited significantly from
the PRC Government's investments in transportation infrastructure, including investments in the construction
and improvement of railways, highways, metropolitan railways, airports and ports. Spending on transportation
infrastructure in China increased by 21.3% from 2004 to 2005 and 14.6% from 2005 to 2006, while the year-
on-year growth rate of our revenue for the same periods was 28.6% and 38.6%, respectively. To meet the
demands for continued and sustained economic growth, government investment in China’s transportation
infrastructure will reach as high as RMB3.8 trillion during the five-year period between 2006 and 2010. We
expect that continued investment in transportation infrastructure construction by the PRC Government will
generate significant business opportunities for us in the next few years. However, if the PRC Government
reduces spending on transportation infrastructure projects in China, and we faii to open up new markets in or
outside China, our revenue growth could slow down and our turnover could decrease. See “Risk Factors —
Risks relating to our industry — The PRC Government may reduce public spending on infrastructure
construction”.

Pricing of our infrastructure construction services and products

Contractors for infrastructure construction projects are generally selected using a competitive tender
process pursuant to which we must calculate our expected costs and submit a bid to project owner. [n addition
to considerations of projected costs, target profit margin and competitive landscape, our ability to price a
project is subject to government pricing oversight and control. Pricing reference relating to transportation
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infrastructure projects are often published by the relevant PRC government agencies, as a measure to
determine the amount that may be charged on a project. Qur ability to obtain favorable prices for our
infrastructure construction services is dependent on the relevant regulators taking action and raising pricing
reference in line with increases in costs and upgrades in technical specifications. Any downward adjustment in
reference prices or failure to increase them sufficiently to offset rising raw material, labor or other costs,
particularly as the technical specifications for projects increase, could reduce our margins and have a material
and adverse effect on our financial condition and results of operations. For example, the pricing reference for
the construction of PD railway lines was temporarily established on the base of pricing reference for the
construction of ordinary lines. Partly as the result of this factor, our gross margins for railway construction
decreased from 8.2% for the year ended 31 December 2005 to 6.3% for the year ended 31 December 2006. As
our largest customer and primary regulator to our railway construction projects, the MOR has significant
bargaining power with regard to contract value and other aspects of the projects we undertake for it. We
believe that, as deregulation continues and the industry is opened to an increasing number of participants,
pricing will uliimately become more market-driven, enabling us to secure higher margins more consistently.
However, we can give no assurance that this trend will actually result in more favorable pricing for us or that
the resulting increased competition will not have a negative impact on our revenue.

Cost of raw materials and employee benefits

The cost of raw materials and consumables and employee benefits constitutes a significant part of the
aggregate of our total cost of sales.

Our operations require various types of raw materials and consumables, including steel, cement,
explosives, waterproofing materials, the costs of construction materials, non-ferrous metals, admixtures and
track materials. These raw materials are commodities, and their availability and prices depend on local and
global market conditions.

The prices of our raw materials are subject to fluctuations. After the signing of a contract, we generally
require 12 months or more to complete a majority of our large-scale projects. Accordingly, prices of key raw
materials at the time of entering into the contracts may not reflect the prices that we will eventually pay during
the execution of our projects. Qur ability to pass on increases in the purchase price of raw materials may be
limited in the case of fixed-price or fixed unit price contracts or contracts with limited price escalation
provisions. Under fixed price contracts, we commit to provide all of the resources required to complete a
project for a fixed sum or at fixed unit prices. Under contracts with limited price escalation provisions, we are
obligated to bear at least a portion of the increase in the purchase price of key raw materials, principally steel.

Our operations are also dependent on the availability of skilled labor at acceptable prices. Employee
benefits comprise all expenses attributable to our employees (both production-related and those involved in
selling and distribution as well as administrative activities}, which include salaries, allowance and bonuses. We
have recently rationalized the work force of some of our subsidiaries. The related termination and early
retirement costs are included in our employee benefits.

The actual expenses we incur in exccuting a fixed-price contract may vary substantially from the
expense assumptions underlying our bid for several reasons, including unanticipated increases in the cost of
raw materials, Jabor and other inputs, unforeseen construction conditions, including a customer’s inability to
obtain the requisite environmental and other approvals, delays caused by local weather conditions and the
failure of suppliers or subcontractors to perform. Unanticipated increases in the price of raw materials or the
cost of labor not taken into account in our original bid or delays in performing parts of the contract could
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increase the costs of performing other parts of the relevant contract and thus result in compounding effects.
These variations, as well as the risks which are generally inherent in the construction industry, may cause our
actual profits to be different from our onginal estimates and may lead to reduced profitability or losses on
projects. See “Risk Factors — Risks relating to our business operations — Actual overall risks or costs of our
contracts may exceed our initial evaluation and lead to cost overruns, resulting in a reduction in revenues,
lower profitability or even losses on such contracts™.

Subcontracting

Subcontracting costs, primarily from our construction operations and survey, design and consultancy
operations, accounted for 10.8%, 8.6%, 7.4% and 7.5% of our cost of sales in the years ended 31 December
2004, 2005 and 2006 and in the eleven months ended 30 November 2007. We mainly use subcontractors to
provide additional workforce for some of our construction projects that are labor intensive and do not require
advanced technology. We carefully select subcontractors through a bidding process in accordance with the law
in order to reduce our overall costs, We use a number of subcontractors but we are not obliged to use any one
or more of them for our construction projects. As a result of our long-term relationships with our
subcontractors, we are generally able to realize higher gross margins on projects on which we use such
subcontractors due to the stable fees they charge. We intend lo continue using subcontractors to meet the
additional capacity required for the growth of cur business.

Taxation

From | January 2008, the normal statutory PRC corporate income tax rate has been reduced from 33%
to 25% of taxable income as determined in accordance with the relevant PRC Corporate Income Tax Law.
We wrote off deferred tax asset amounting to RMB600.2 million to the consolidated income statement for the
eleven months ended 30 November 2007 because of the newly approved PRC Corporate Income Tax Law. As
a result, our tax expenses increased by 182.5% from RMB499.7 million in the eleven months ended
30 November 2006 to RMB1,411.6 million in the eleven months ended 30 November 2007. PRC national and
local tax laws provide for a number of preferential tax treatments applicable to different enterprises. Certain of
our subsidiaries are currently exempted or taxed at a preferential income tax rate of 15% available to high-
technology businesses and businesses that participate in the PRC Government’s development plan for the
western part of China. Termination or revision of the various types of preferential tax treatment that certain of
our subsidiaries, associates and jointly-controlled entities currently enjoy would have a negative impact on our
results of operations and financial condition. In addition, we pay applicable local taxes with respect to our
overscas operatlions and businesses.

We are also required to pay income tax and value added tax in certain foreign countries and territories
where we conduct business. Although our overseas construction operations based on the new contract value
and backlog of relevant projects have been increased substantiafly and may increase our tax expenditures
associated with our overseas operations due to the expected increases of revenue generated from overseas
operations in the coming years, we do not expect that our tax burden from the enlargement of overseas
operations will increase materially because most of our new overseas construction contracts are obtained from
the customers in the countries and territories where we did business in the Track Record Period. The principal
oversead countries in which we did business include Nigeria, Uganda, Rwanda and Tanzania. Cusrently, the
income 1ax rate for these countries is 30% whereas the value added tax rate is 17% in Uganda and Rwanda and
20% in Tanzania, We do not expect their tax rates will have material change. In addition, the average tax
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rates in the countries and territories where we conduct business are generally similar to those of the domestic
tax rates in the PRC.

Seasonality

We experience scasonality in our business, particularly in our construction business. We typically
record higher revenues between July and December relative to revenues recorded between January and June.
We attribute this seasonality to the effect that the winter months (generally from January to March) have on
our construction operations in the north part of China and to the effect of the Chinese New Year and labor day
holidays, during which some of our projects and construction are halted.

Finance costs

We finance a portion of our business operations and capital expenditures with short-term and long-term
borrowings. Qur borrowings incur interests. Qur finance costs are accounted for based on the total interest less
interest capitalized in construction in progress and construction contracts. The interest rate fluctuations and
the balance of our total borrowings therefore will have an impact on our finance costs. For the years ended
31 December 2004, 2005 and 2006 and the eleven months ended 30 November 2006 and 2007, our finance
costs were RMB416.2 million, RMB782.8 million, RMB909.3 million, RMB826.7 million and
RMBI1,077.5 million, respectively. See ““— Indebtedness”.

Restructuring

Prior to the Restructuring, we did not exist as a separate legal entity. Our operations were conducted by
CRCCG and its predecessors. As part of the Restructuring, CRCCG transferred to our Company as capital
injection substantially all of the assets, liabilities and interests of its construction operations, survey, design and
consultancy operations, manufacturing operations, real estate development, capital investment and logistics
operations. Because CRCCG controlled these operations prior to the Restructuring and continues to control
us after the Restructuring, our historical consolidated financial information included in this Prospectus has
been prepared as a combination of businesses under common control in a manner similar to a pooling-of-
interests. Accordingly, the assets and liabilities transferred to us have been stated at historical amounts in the
consolidated financial statements. The consolidated financial information presents the results of our operations
as if our operations had already been transferred to us from CRCCG as of 1 January 2004.

In addition, our consolidated financial statements also include assets, liabilities, and results of
operations of certain of the businesses and assets historically associated with predecessor operations retained
by CRCCG in the Restructuring, such as certain buildings and prepaid land lease payments that do not have
perfected titles and ownership certificates, and supplementary defined benefits of retirees. As at 31 December
2004, 2005, 2006 and 30 November 2007, the impact of these assets and liabilities on our historical
consolidated financial position resulted in a reduction of net assets of RMB632.7 million, RMB651.4 million,
RMB653.0 million, and RMBNIl, respectively. (See Note 2 of the Accountants’ Report included as
Appendix I to this Prospectus). These assets and liabilities were retained by the CRCCG and would not be
reflected in our consolidated financial statements after the incorporation of our Company. Furthermore,
because of the asset restructuring and the related carve-out accounting, the consolidated financial statements
account for the carve-out of the above upon incorporation of our Company as distributions 1o CRCCG that
are not expected to be indicative of future practices or results.
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Critical Accounting Policies and Estimates

The discussion and analysis of our results of operations and financial condition is based on our audited
consolidated financial information, which have been prepared in accordance with IFRS. Qur results of
operations and financial condition are sensitive to accounting methods, assumptions and estimates that
underlie the preparation of our consolidated financial information. We base our assumptions and estimates on
historical experience and on various other assumptions that we currently believe to be reasonable and which
form the basis for making judgments about matters that are not readily apparent from other sources. Qur
management evaluates these estimates on an ongoing basis. Actual resulls may differ from these estimates as
facts, circumstances and conditions change or as a result of different assumptions.

Qur management considers the following factors in reviewing our consolidated financial information:
#  the selection of critical accounting polictes; and

® the judgments and other uncertainties affecting the application of those critical accounting
policies.

The selection of critical accounting policies, the judgments and other uncertainties affecting
application of those policics and the sensitivity of reported results to changes in conditions and assumptions are
factors to be considered when reviewing our audited consolidated financial information. Our principal
accounting policies are set forth in detail in Note 3 of “Appendix 1 — Accountants’ Report” in this
Prospectus. We believe the following critical accounting policies involve the most significant judgments and
estimates used in the preparation of our audited consolidated financial information.

Revenue recognition

The manner in which revenue is recognized involves estimates by management. As a general principle,
we recognize revenue when it is probable that the economic benefits will flow to the Company and when the
revenue can be measured reliably.

Construction contract revenue

Revenue from the construction contract is recognized under the percentage of compiction method.
When the contract has progressed to a stage where its profit can be reliably measured, its revenue is measured
based on the stage of completion which is estimated by reference to the recoverable costs incurred during the
period plus the related fee earned, measured by the proportion of costs incurred to date to the estimated total
costs of the relevant contract.

If the outcome of a construction contract cannot be measured reliably, revenue is recognized only to
the extent that the contract costs incurred is probable to be recoverable.

If it is probable that the expected construction contract revenue is less than expected contract costs, the
expected loss is immediately recognized as an expense.

Rendering of survey, design and consultancy services

Revenue from the rendering of services is also recognized under the percentage of completion method
similar to construction contract.
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Sales of goods

Revenue from the sales of goods is recognized when all significant risks and rewards of ownership of
goods have been transferred to the buyer and we do not have any centinuing managerial involvement to the
degree usually associated with ownership or effective control over the goods sold.

BT

Revenue recognition from BT projects is the same as construction contracts.

BOT and BOO

Revenue from toll revenue of BOT or BOO projects is based on the toll revenue received, net of any
applicable revenue taxes.

Logistic services

Revenue from the provision of logistic services is recognized when the services are rendered.

Real estate development

Revenue from the sale of properties is recognized when the significant risks and rewards of ownership
have been transferred to the buyer, which is when the construction work has been completed and the
properties have been delivered to the buyer. Deposits and installments received in respect of properties sold
prior to the date of revenue recognition are included in the balance sheet under current liabilities.

Contract work-in-progress

We value our contract work-in-progress at the cost of the work on a project that we have done, plus a
proportion of the expected results upon completion of the project in proportion to the progress made and less
progress billings and provisions, The cost relating to a project includes direct contract costs, comprising direct
material costs, the costs of subcontracting, direct labor costs and an appropriaie proportion of fixed and
variable construction overheads. Provision will be made for foreseeable losses as soon as they are anticipated
by management and will be deducted from the cost and charged to the income statement immediately as
incurred.

When the costs incurred in the contract work for coniracts in progress plus recognized profits less
recognized losses exceed amounts inveiced, the surplus is recognized as the gross amount due from contract
customers for contract work.

When the amounts invoiced exceed the costs incurred in the contract work for contracts in progress
plus recognized profits less recognized losses, the surplus is recognized as the gross amount due to contract
customers for contract work.

Depreciation and Amortization

The amount of depreciation and amortization expenses to be recorded on an asset is affected by a
number of management’s estimates, such as estimated useful life and residual value. If different judgments are
used, material differences may result in the amount and timing of the depreciation or amortization charges
related to the asset.
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Property, plant and equipment

Depreciation expenses are calculated on a straight-line basis over their estimated useful lives, The
useful life for each category of property, plant and equipment is established based on our experience with
similar assets that are used in a similar way, our assessment of the use of the assets and anticipated technology
evolution. The assumptions used in the determination of useful lives of property, plant and equipment are
reviewed pertodically. Fully depreciated assets are retained in the accounts without further depreciation until
they are no longer in use.

Intangible assets and land use rights

Intangible assets, which include mainly computer software and concession assets, are amortized over
their estimated useful lives on a straight-line basis. Their estimated useful lives are based on our assessment of
the use and anticipated technology changes.

Land use rights are initially stated at cost and subsequently recognized on the straight-line basis over
the lease terms ranging from thirty to fifty years.

Carrying value of assets

We make judgments about the carrying values of assets based on historical experience and on various
other assumptions we believe to be reasonable under the circumstances. Whenever there is an event or change
in circumstances indicating that the carrying amounts may not be recoverable, an impairment loss is
recognized for the amount by which the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of the fair value of an asset less costs to sell and value in use.

Trade and other receivables

We review our trade and other receivables to assess whether impairment conditions exist. In
determining the provision for impairment of trade and other receivables, this estimate is based on the credit
history of our customers and current market conditions. We usually determine the possibility of recovery in
advance based on the size of the clients’ operations, and the clients’ credit rating in order to assess to quantify
the losses. Evidence for determining impairment may include observable data indicating that there has been
an adverse change in the payment status of borrowers in a group, or national or local economic conditions that
correlate with defaults on assets of our Company. We use estimates based on historical loss experience for
assets with credit risk characteristics and objective evidence of impairment similar to those of the receivables
balances when scheduling their future cash flows.

Current income tax and deferred income tax

Income tax comprises current and deferred tax. Income tax is recognized in the consolidated income
statement, or in equity if it relates to items that are recognized in the same or a different period directly in
equity.

Current tax assets and liabilities for the current and prior periods are measured at the amount expected
to be recovered from or paid to the taxation authorities.

Deferred tax is provided using the liability method, on all temporary differences at the balance sheet
date between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.
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Deferred tax liabilities are generally recognized for all taxable temporary differences. Deferred tax
assets are generally recognized for all deductible temporary differences, carryforward of unused tax credits and
unused tax losses, to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences and the carryforward of unused tax credits and unused tax losses can be
utilized.

Judgments

In the process of applying our accounting policies, management has made judgments, apart from those
involving estimations, which have the most significant effect on the amounts recognized in the financial
statements:

Impairment of available-for-sale investments

Our Company determines that available-for-sale investments are impaired when there has been a
significant or prolonged decline in the fair value below its cost. This determination of what is significant or
prolonged requires judgment. In making this judgment, we evaluate, among other factors, the duration and the
extent to which the fair value of an investment is below its cost. In addition, impairment may be appropriate
when there is evidence of deterioration in the financial health of the investee, industry and sector performance,
changes in technology, and operating and financing cash flows.

Contingent liabilities arising from litigations and claims

We are involved in a number of litigations and claims in respect of certain construction work performed
in the present and the past. Contingent liabilities arising from these litigations and claims have been assessed
by management with reference to legal advice. Provisions on the possible obligations have been made based on
management’s best estimates and judgments.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the
balance sheet date, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year, are discussed below.

Useful lives and residual values of items of property, plant and equipment

In determining the useful lives and residual values of items of property, plant and equipment, we
periodically review the changes in market conditions, expected physical wear and tear, and the maintenance of
the asset. The estimation of the useful life of the asset is based on our historical experience with similar assets
that are used in a similar way. Depreciation amount will be adjusted if the estimated useful lives and/or the
residual values of items of property, plant and equipment are different from previous estimation. Useful lives
and residual values are reviewed, at each balance sheet date, based on changes in circumstances.

Current income tax and deferred income tax

We are subject to income taxes in numerous jurisdictions. Judgment is required in determining the
provision for taxation. There are many transactions and calculations for which the ultimate tax determination
is uncertain during the ordinary course of business. Where the final tax outcome of these matters is different
from the amounts originally recorded, the differences will impact on the current income tax and deferred
income tax provisions in the periods in which the differences arise.
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Deferred tax assets relating to certain temporary differences and tax losses are recognized as
management considers it is probable that future taxable profit will be available against which the temporary
differences or tax losses can be utilized. The realization of the deferred tax assets mainly depends on whether
sufficient future profits or taxable temporary differences will be available in the future. In cases where the
actual future profits generated are less than expected, a material reversal of deferred tax assets may arise,
which will be recognized in the income statement for the period in which such a reversal takes place.

Percentage of completion of construction work

We recognize revenue according to the percentage of completion of individual contract of construction
work, which requires estimation to be made by management. The stage of completion is estimated by
reference to the actual costs incurred over the total budgeted costs, and the corresponding contract revenue is
also estimated by management. Due to the nature of the activity undertaken in construction contracts, the
date at which the activity is entered into and the date at which the activity is completed usually fall into
different accounting periods. Hence, we review and revise the estimates of both contract revenue and contract
costs in the budget prepared for each contract as the contract progresses. Where the actual contract revenue is
less than expected or actual contract costs are more than expected, an impairment loss may arise.

Impairment of trade receivables

We maintain an allowance for estimated loss arising from the inability of our customers to make the
required payments. We make our estimates based on the aging of our trade receivable balances, customers’
creditworthiness, and historical write-off experience. If the financial condition of our customers will deteriorate
such that the actual impairment loss might be higher than expected, we would be required to revise the basis
for making the allowance and our future results would be affected.

Retirement benefits

We establish liabilities in connection with benefits paid to certain retired and early retired employees.
The amounts of employee benefit expenses and liabilities are determined using actuarial valuations, which are
calculated by independent valuation professionals who will conduct annual assessment of the actuarial position
of our retirement plans. These actuarial valuations involve making assumptions on discount rates, expected
rates of return on assets, pension benefit inflation rates, medical benefit inflation rates, and other factors, Due
to the long term nature of these plans, such estimates are subject to significant uncertainty.

Actual results that differ from the assumptions are recognized immediately and therefore, affect
recognized expenses in the period in which such differences arise. While management believes that its
assumptions are appropriate, differences in actual experience or changes in assumptions may affect the
expenses related to the employee retirement benefit obligations.

Description of Selected Components of Results of Operations
Revenue

We generate all of our revenue from construction, survey, design and consultancy, manufacturing and
other operations and services (including real estate development, and logistics operations). The following table
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sets forth our revenue from operations before inter-segment elimination in terms of contribution by business
and as a percentage of our total revenue before elimination of inter-segment sales for the periods indicated:

For the year ended 31 December Eleren months ended 30 November
004 2008 2006 06 2007
(audited) {audited) (audited) (unaudited) (audited)
(RMB million} % (RMB million) % (RMB million) % (RMB million) % (RMB million) %
Revenue
Construction operations!" 80,565.8 93.1 1041337 936 1463597 947 13L,658.1 947 1391846 939
Survey, design and
consultancy operations 2,345.6 2.7 2,909.3 26 33485 22 2,9958 2.2 2,748.7 1.9
Manufacturing operations 1,362.5 1.6 1,388.3 1.2 1,355.2 0.9 1,2374 09 1,633.8 1.1
Other operations'? ...... 2,217.2 26 28725 26 3.553.9 23 3,152.8 23 4,625.0 3l
Subtotal ................. 86,491.1 1000 111,303.7 1000 154,617.3 100.0  139,044.1 1000 1451922 100.0
Elimination............. (303.6) (509.0) {1,008.3) {760.4) (1,525.2)

Total .................... 86,187.5 110,794.7 153,609.0 138,283.7 146,667.0

(1)  Includes construction revenue from the BT and BOT projects as part of our capital investment operations. For the year ended
31 December 2004, 2005 and 2006 and the eleven months ended 30 November 2006 and 2007, we generated construction revenue from
BT and BOT projects of RMB185.9 million, RMB2,135.8 miltion, RMB1,604.6 million, RMB1.,451.5 million and RMB1,434.8 million,
respectively.

(2)  Includes revenues generated from real estate development, logistic services and other businesses excluding construction revenue
from the BT and BOT projects as part of our capital investment operations.

We derived the majority of our revenue from our construction operations, historically and currently our
largest revenue contributing segment. We recognize revenue from our construction operations under the
percentage of completion method. Currently, we conduct most of our construction operations through project
management contracting, or PMC. Under engineering, procurement and construction management, or EPC,
projects, part of our construction revenues consists of service fees for survey, design and consultancy services
provided by and payable to our survey, design and consultancy operations, and therefore is subject to inter-
segment climinations. During the Track Record Period, we also generated a limited amount of revenue in our
construction operations from the construction projects that we engage by way of BOT and BT. For the years
ended 31 December 2004, 2005, 2006 and the eleven months ended 30 November 2007, the construction
revenue we generated from the BT and BOT projects amounted to RMB185.9 million, RMB2,135.8 million,
RMB,604.6 million and RMB1,434.8 million, respectively.

We also generated revenue during the Track Record Peried from the provision of survey, design and
consultancy services for major domestic infrastructure construction projects. The customers of our survey,
design and consultancy operations pay service fees for the services we provide. Under engineering,
procurement and construction management, or EPC, projects, part of our service fees for survey, design and
consultancy services will be included in the total construction amount, and therefore subject to inter-segment
climinations.

Revenue from our manufacturing operations mainly includes sales of machinery and equipment
manufactured by our subsidiary, Kunming Zhong-Tie, and service fees for installation of machinery and
equipment. In addition, we derive revenue from the provision of maintenance services for our maintenance
machinery and equipment. Part of our revenues are derived from sales of large track maintenance machinery
and equipment to our construction operations, and therefore subject to inter-segment eliminations.

We also receive revenue from other businesses, specifically, from the development and sale of real
estate and the provision of logistics services. In addition, we generated toll revenue from our BOT projects of
RMBI17.1 million, RMB19.4 million and RMB17.5 million for the years ended 31 December 2005 and 2006
and the eleven months ended 30 November 2007, respectively.
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For the years ended 31 December 2004, 2005 and 2006 and the eleven months ended 30 November
2006 and 2007, inter-segment sales revenue amounted to RMB303.6 million, RMB509.0 million,
RMBI1,008.3 million, RMB760.4 million and RMB1,525.2 millien, respectively, representing 0.4%, 0.5%,
0.7%, 0.6% and 1.1%, respectively, of our total revenue including external and inter-segment sales. Our inter-
segment sales revenue was mainly derived from (i) the survey, design and consultancy services provided by
our survey, design and consultancy operations to our construction operations; and (ii) sales of large track
maintenance machinery by our manufacturing operations to our construction operations.

Cost of sales

Our cost of sales primarily include matenial costs, labor costs, machinery usage costs, subcontracting
costs and other costs. The following table breaks down our cost of sales for the periods indicated:

Year ended 31 December Eleven months ended 30 November
2004 2005 2606 2006 2007
(audited) (audited) (audited) {unaudited) (audited)
{RMB (RMB (RMB (RMB (RMB

million) % million) % million) % million) % million) %
Cost of sales

Material costs . .......... 38,6373 484 50,246.0 488 728452 506 655813 506 71,0685 519
Laborcosts ............. 12,7484 160 154429 150 22517.0 156 19,4420 150 22,5448 165
Machinery usage costs.... 11,3594 142 149911 146 20,7882 144 188904 4.6 20,0794 147
Subcoentracting costs .. ... 86128 108 88527 86 107078 74 95393 74 102587 75
Othercosts ............. 84447 106 13,337.1 13.0 17,1548 119 16,2291 125 129830 95
Total cost of sales ......... 79,802.6 100.0 102,869.8 100.0 144,013.0 100.0 129,682.1 100.0 136,934.5 100.

Costs for the purchase of raw materials, which constitute the main component of our cost of sales, were
RMB38,637.3 million, RMB50,246.0 million, RMB72,845.2 million, RMB65,581.3 million and
RMB71,068.5 million, respectively, representing 48.4%, 48.8%, 50.6%, 50.6% and 51.9%, respectively of our
total cost of sales for each of the years ended 31 December 2004, 2005 and 2006 and the eleven months ended
30 November 2006 and 2007. Raw materials used in our construction operations mainly include steel, cement,
explosives, waterproofing materials, construction materials, non-ferrous metals, admixtures and track
materials. Raw materials used in our manufacturing operations mainly include steel and electronic
components. The increase in our cost of raw materials was a result of the increase in our business scale and the
fluctuation in wvnit prices of raw materials in recent years.

Labor costs were a significant component of our cost of sales during the Track Record Period. Labor
costs amounted to RMBI12,748.4 million, RMB15,442.9 million, RMB22,517.0 million, RMB19,442.0 million
and RMB22,544.8 million, respectively, representing 16.0%, 15.0%, 15.6%, 15.0% and 16.5%, respectively of
our total cost of sales for each of the years ended 31 December 2004, 2005 and 2006 and the eleven months
ended 30 Novernber 2006 and 2007. They consisted mainly of compensation costs for our employees directly
involved in producing goods and providing services, and costs for hiring temporary workforce in our
construction operations and other operations. However, our labor costs have decreased as a percentage of our
total cost of sales from 16.0% in the year ended 31 December 2004 to 15.0% in the year ended 31 December
2005 due to our efforts in rationalizing our management structure. Qur labor costs have increased slightly as a
percentage of our total cost of sales from 15.0% in the year ended 31 December 2005 to 15.6% in the year
ended 31 December 2006, primarily as a result of the increase in salaries. For the same reasen, our labor costs
have raised slightly as a percentage of our total costs of sales from 15.0% in the eleven months ended
30 November 2006 to 16.5% in the cleven months ended 30 November 2007.

Machinery usage costs were a large component of our cost of sales during the Track Record Period,
representing 14.2%, 14.6%, 14.4%, 14.6% and 14.7%, respectively of our total cost of sales for each of the years
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ended 31 December 2004, 2005 and 2006 and the eleven months ended 30 November 2006 and 2007.
Machinery usage costs mainly comprise depreciation costs and costs for renting or leasing machinery and
equipment for our construction operations.

Subcontracting costs also contributes to our cost of sales during the Track Record Period. In the year
ended 31 December 2004, 2005 and 2006, and the eleven months ended 30 November 2006 and 2007, our
subcontracting costs amounted to RMBS8,612.8 million, RMB8,852.7 million, RMB10,707.8 million,
RMB9,539.3 million and RMB10,258.7 million, representing 10.8%, 8.6%, 7.4%, 7.4% and 7.5% of our total
cost of sales respectively. The decrease in the subcontracting costs as a percentage of our cost of sales from the
year ended 31 December 2004 to the year ended 31 December 2006 was primarily due to increased reliance on
our internal resources in construction projects in order to ensure high quality in these projects. In the eleven
months ended 30 November 2006 and 2007, our subcontracting costs represented 7.4% and 7.5% of our total
costs of sales, the relatively stable status was mainly due to our consistent control on subcontracting our
projects to monitor the quality of projects closely. We incurred subcontracting costs for our construction
operations and our survey, design and consultancy operations.

Qur cost of sales on a consolidated basis is presented after elimination of inter-segment transactions.
As a result, only the cost of sales incurred from purchases of goods or services from external suppliers is
accounted for as cost in our consolidated results of operations.

Other income and gains, net

The primary source of our net other income and gains includes government grants, gains on disposal of
items of property, plant and equipment, and net fair value gains on financial assets and available-for-sale
investments. In 2003, the MOR assigned to us certain construction enterprises that did not have sufficient
equipment. We received a one-off government grant in 2005 from the MOR to procure the necessary
machinery and equipment for these construction enterprises. The subsidies are recognized as our income over
the expected useful life of the relevant machinery and equipment. In 2005, our net other income and gains also
included net foreign exchange gains in the amount of RMB87.4 million.

For the years ended 31 December 2004, 2005 and 2006 and the eleven months ended 30 November
2006 and 2007, our other income and gains net of other expenses and losses were RMB125.2 million,
RMB202.8 million, RMB185.9 million, RMBI133.1 million and RMB549.7 million, respectively. On
11 November 2007, we entered into an agreement for the disposal of our wholly-owned indirect subsidiary,
China Railway Energy Investment Co., Ltd., to an independent third party for a consideration of
RMB435.9 million. The principal activity of China Railway Energy Investment Co., Ltd. is investment
holding in an entity engaging in investment and construction of water conservancy and hydropower facilities in
Sichuan province. From this transaction, we realized a significant gain of RMB315.8 mitlion.
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The following table sets forth the break down of our other income and gains, net, for the periods
indicated:

Eleven months ended
Year ended 31 December 30 November

2004 2005 2006 2006 2007

{audited) {audited) (audited) (unaudited) (audited)
(RMB million)

Government grants:

— Recognition of deferred revenue .......... 2.1 3.1 7.1 6.9 16.5

—Others. ... 13.7 9.5 5.6 35 19.5
Gain on disposal of property, plant and

equipment, NEL ... s 12.9 14.3 — — 0.9
Gain on disposal of a subsidiary ............... — — — — 3158
Fair value gains, net, on financial assets at fair

value through profitorloss ................. — 1L.5 51.4 38.3 84.5
Gain on disposal of available-for-sale investments 154 — 6.1 1.7 9.1
Foreign exchange differences, met.............. — 87.4 — — —_
Others ..ot 81.1 71.1 115.7 82.7 103.5
Total ... 125.2 202.8 185.9 133.1 549.7

Selling and distribution costs

Our selling and distribution costs primarily consist of employee wages, salarics and allowances,
transportation costs, traveling expenses and entertainment expenses. For the years ended 31 December 2004,
2005 and 2006 and the cleven months ended 30 November 2006 and 2007, our selling and distribution costs
were RMB760.9 million, RMB926.9 million, RMB893.1 million, RMB8i2.1 million and RMB582.5 million,
respectively.

The following table sets forth the break down of our selling and distribution costs for the periods
indicated:

Eleven months ended
Year ended 31 December 30 November

2004 2005 2006 2006 2007

(audited) (audited) {audited) (unaudited) {audited)
(RMB million)

Salaries, welfare and social security costs ....... 121.5 157.9 181.8 148.5 156.2
Entertainment expenses . .............c.connn., 67.5 68.4 71.5 69.4 24.4
Transportation Costs ........... .. v vvrnnann-. 66.7 65.5 55.2 51.2 57.9
Office expenses . .....ooovvieniiiinin. 30.7 448 54.3 50.3 26.8
Energy eXpenses ...... ..o iiiiiiiaaas 10.0 12.2 12.8 11.6 1.1
Repair and maintenance expenses ............. 219 60.0 317 355 321
Traveling expenses .. ... 532 69.1 83.6 79.1 43.3
Advertising expenses .. ... ..o 1.7 9.8 12.8 11.7 18.3
Others .. ... 381.7 439.2 383.4 354.8 2124
Totak ... e 760.9 926.9 893.1 812.1 582.5

Administrative expenses

Our administrative expenses include employee benefits for administrative staff, depreciation and
amortization of administration related assets, research and development expenses, and traveling expenses. The
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targest component of our administrative expenses is employee benefits, which include salaries, bonuses and
contributions. For the years ended 31 December 2004, 2005 and 2006 and the eleven months ended
30 November 2006 and 2007, our administrative expenses were RMB4,661.2 million, RMB5,251.7 million,
RMB6,002.1 million, RMBS,458.5 million and RMBS5,529.9 million, respectively.

The following table sets forth the break down of our administrative expenses costs for the periods
indicated:

Eleven months ended
Year ended 31 December 30 November

2004 2005 2006 2006 2007

{audited) (audited) {sudited) (unaudited) {audited)
(RMB million)

Salaries and welfare and social securities costs. .. 2,136.9 2,557.5 2,737.0 2,375.9 2,602.2

Depreciation of fixed assets ... ................ 437.6 420.6 480.5 422.9 403.8
Traveling expenses . ......................... 258.4 279.7 362.9 339.5 JI8.5
Entertainment expenses . ..................... 300.7 295.0 363.1 351.7 499.0
Office eXpenses .. ... oiiieeaen.. 194.9 217.5 27174 264.8 278.7
Labor insurance/safety expenses .............. 318.8 363.4 361.7 337.0 369
Others . ... e 1,013.9 1,118.0 1,419.5 1,366.7 1,190.8
Total ... .. 46612 52517 6,002.1 5,458.5 5,529.9

Other expenses

Other expenses primarily consist of provisions for foreseeable losses on construction contracts, net
foreign exchange difference, and write-down of inventories to net realizable value. For the years ended
31 December 2004, 2005 and 2006 and the eleven months ended 30 November 2006 and 2007, our other
expenses amounted to RMB630.6 million, RMB674.2 million, RMB448.3 million, RMB420.2 million and
RMB228.3 million, respectively.

The following table sets forth the break down of our other expenses for the periods indicated:

Eleven months ended

Year ended 31 December 30 November
2004 2005 2006 2006 2007
{audited) (audited) (audited) (unaudited) (aundited)
(RMB million)

Foreign exchange difference, net .............. 21.6 — 58.5 49.4 82.9

Impairment losses recognized/ (reversed) ....... (18.3) 141.2 229.1 2238 10.2

Write-down of inventories to net realizable value 1.7 8.4 22.8 18.6 0.2
Provision for foreseeable losses on construction

COMIFACES . . oottt ettt eeenes 606.8 513.1 133.2 123.8 1349
Fair value losses, net, on financial assets at fair

value ..o e e 17.3 — — — —_

Loss on disposal of available-for-sale investments — 6.0 —_ — —

Others ... .. e 1.6 5.5 4.7 4.7 —

Total .. ... e 630.6 674.2 448.3 420.2 228.3

Finance revenue

Qur finance revenue mainly consists of bank interest income. For the years ended 31 December 2004,
2005 and 2006 and the eleven months ended 30 November 2006 and 2007, our finance revenue was
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RMB280.7 million, RMB384.0 million, RMB546.6 million, RMB493.7 million and RMB537.8 million,
respectively.

Finance costs

Our finance costs consist of financing payments on interests on bank loans, other loans, finance leases
and discounted bills less the interests capitalized in construction in progress and construction contracts. For
the years ended 31 December 2004, 2005 and 2006 and the eleven months ended 30 November 2006 and
2007, our finance costs amounted to RMB416.2 million, RMB782.8 million, RMB909.3 million, RMB826.7
million and RMB1,077.5 million, respectively. For the years ended 31 December 2004, 2005 and 2006 and the
eleven months ended 30 November 2006 and 2007, the average interest rate of our interest-bearing loans and
other borrowings was 4.86%, 6.70%, 6.17%, 5.93% and 6.58%, respectively.

Share of profits of jointly-controlled entities and associates

Our share of profits of jointly-controlled entities and associates is the profits attributable to us from our
jointly-controlled entities and associates, net of the losses attributable to us from our jointly-controlled entities
and associates, pursuant to our equity interests in such jointly-controlled entities and associates. A jointly-
controlled entity is a joint venture that is subject to joint control, resulting in none of the participating parties
having unilateral control over the economic activity of the jointly-controlled entity. Associates are entities, not
being subsidiaries or jointly-controlled entity, in which we have a long term interest of generally no less than
20% of the equity voting rights and over which it is in a position to exercise significant influence. Interests in
jointly-controlled entities are accounted for under the equity method of accounting, less any impairment
losses, while investments in jointly-controlled entities and associates are accounted for under the equity
method of accounting and are initially recognized at cost.

For the years ended 31 December 2004, 2005 and 2006 and the eleven months ended 30 November
2006 and 2007, our share of profits of jointly-controlled entities and associates was RMB30.0 miilion,
RMB359.2 million, RMB22.6 million, RMB22.1 million and RMB15.1 million, respectively.

Tax

For the years ended 31 December 2004, 2005 and 2006 and the cleven months ended 30 November
2006 and 2007, we had income taxes of RMBI179.3 million, RMB409.5 million, RMB396.3 million,
RMB499.7 million and RMB!,411.6 million, respectively. OQur effective tax rates were 48.2%, 43.8%, 28.4%,
28.8% and 41.3%, respectively.

Certain of our subsidiaries are currently exempted or taxed at a preferential income tax rate of 15%
available to high-technology businesses and businesses that participate in the PRC Government's
development plan for the western part of China.
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The table below sets out the corporate income tax rates of certain of our subsidiaries which were
entitled to preferential tax treatments in the periods indicated:

2004 2005 2006 2007 2008

%
China Railway 11th Bureau Group Co., Ltd. ..................... 15 15 15 15 25
China Railway 17th Bureau Group Co,, Ltd. ..................... 15 15 15 15 25
China Railway 20th Bureau Group Co., Ltd. ..................... 15 15 15 15 15
China Railway First Survey and Design Institute ................. 15 15 15 15 15
China Railway Fifth Survey and Design Institute ................. -— — — — 25
Kunming Zhong-Tie. ... ... ... i i i 15 15 15 15 15

Certain of our expenses are not deductible for tax purposes and include employee compensation costs
exceeding certain limits and certain costs on construction contracts, not tax deductible at the time of
recognition according to tax bureau policies. For the years ended 31 December 2004, 2005, 2006 and the
cleven months ended 30 November 2006 and 2007, we had expenses not deductible for tax purposes of
RMB277.3 million, RMB244.5 million, RMB137.4 million, RMB112.9 million and RMB63.3 million.
Moreover, certain of our income is not subject to taxation, including the profit generated frem the Qinghai-
Tibet Railway project and interest income {rom treasury bond investments. For the years ended 31 December
2004, 2005 and 2006 and the eleven months ended 30 November 2006 and 2007, we had non-taxable income
of RMB200.6 miltion, RMB145.3 million, RMB234.9 million, RMB186.0 million and RMB98.8 million.

We expect our effective income tax rate will continue to fluctuate and deviate from the statutory rate
due to a combination of factors including preferential tax treatments and tax holidays that our subsidiaries
enjoy, increases and decreases in expenses not deductible for and income not subject to taxation.

Minority interests

Minority interests represent the interests of outside shareholders not held by our Company in the
results and net assets of our subsidiaries, and are presented separately in the consolidated income statement
and within equity in the consolidated balance sheet, separately from parent shareholder’s equity. In the years
ended 31 December 2004, 2005 and 2006 and the eleven months ended 30 November 2006, our profit
attributable to minority interests amounted to RMB89.7 million, RMB176.5 million, RMB289.0 millicn,
RMB225.7 miliion, respectively. As part of the Restructuring, we acquired the equity interest in each of our
entities which were previcusly held by the Employee Share Ownership Committees. In the eleven months
cnded 30 November 2007, the loss attributable to minority interests amounted to RMB3.2 million.
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Consolidated Results of Operations

The following table sets forth, for the periods indicated, information relating to certain income and
expense items from our consolidated income statement:

Year ended 31 December Eleven months ended 30 November
2004 2005 2006 2006 2007
(audited) (audited) (audited) {unaudited} (audited)
(RMB (RMB {RMB ({RMB {RMB
million) (%)} million) (%) million}) (%) million} (%) million) (%)

IFRS
Revenue ........ooiiiienivninnnnns 86,187.5 1000 110,794.7 100.0 1536090 100.0 138,283.7 100 1466670  100.0
Costofsales........ooveviviiieanes {79,802.6) (92.6) (102,869.8) (928) (1440130} (938} (129,682.1) (93.8) (1369343) (934)
Gross profit. . ... 6,384.9 7.4 7,924.9 1.2 9,596.0 6.2 8,60t.5 6.2 9,732.5 6.6
Other income and gains, net .......... 1252 01 008 02 1859 0.l 133.1 0.1 54970 04
Selling and distribution costs .......... (760.9) (0.9) (9269 (0.8) (893.1) (0.6) (812.1)  (0.6) (582.5) (0.4}
Administrative cxpenses . ............. (46612) (54)  (5.2517) (&7)  (600L1) (3.9)  (54585) (39  (55199) (3B)
Other eXpenses. .. .ovvvveerennnanns (630.6) (0.7) (674.2) (0.6) (448.3) (0.3) (420.2)  (0.3) {228.3) (0.2)
Profit from operations ................ 4574 05 1,274.9 1.2 24383 1.6 20439 1.5 319416 2.7
Finance revenue..........vvvvvenans 2807 0.3 3840 03 5466 04 493.7 0.4 5378 0.4
FINANCE COSS < cvvvvnvrneeannnenn (4162) (0.5) (7828) (0.1 (909.3) (0.6) (8267} (06)  (1.071.5) (0.7)
Share of profits and losses of:

Jointly-controlled entities ........... 496 0.1 341 00 255 00 230 0.0 129 0.0

ASSOCIAIES .. coovrteraeeienanens 04 0D 251 00 (29) (0.0 (09 (00 23 00
Profit befors tax. ... vveeevnieennnn. 9 04 9354 08 20082 14 1,7330 1.3 34170 23
TEE et (179.3) (0.2) (409.5) (0.4) {596.3) (0.4) 4997y (04) (41167 (10)
Profit for the year/period ............. 1926 0.2 525.9 0.5 1,502.0 10 1,233.4 09 2,005.5 14
Attributable to:

Equity holder of the Company....... 129 0.1 3493 03 1,2130 08 1,007.7 0.7 2,008.7 14

Minornity interests...........o.0us 89.7 0.1 176.5 0.2 2890 02 225.7 0.2 3.2y  (0.0)

(1) Includes a significant gain on disposal of a subsidiary of RMB315.8 million,

(2)  Includes the write-off of net deferred tax assets of RMB600.2 million as a result of reduction of income tax rate from 33% to 25%
effective on 1 January 2008 according to the PRC Corporate Income Tax Law, which caused a RMB600.2 million decrease in the
net profit for the cleven months ended 30 November 2007,
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Eleven months ended 30 November 2007 compared with eleven months ended 30 November 2006
Overview of our operating results

For the eleven months ended 30 November 2007, our operating profit increased substantially by
RMBI1.897.7 million from RMB2,043.9 million for the eleven months ended 30 November 2006 to
RMB3,941.6 miltion. The following table sets forth the revenue, gross profit, gross profit margin, operating
profit, and operating profit margin for the periods indicated:

Rerenue Gross profit Gross margin QOperating profit Operating profit margin
Eleven months Eleven months Eleven months Eleven menths Eleven months
ended ended ended ended ended
30 November 30 November 30 November 30 November 30 November
2006 2007 2006 2007 2006 2007 2006 2007 2006 2007
{unaudited) (audited) (unavdited) (audited) (unaudlted) {aedited) (unaudited) (audited) (unaudited) (audited)
{RMB million} {RMB miilion) %) (RMB million) (%)
Construction 131,658.1 139,1846  7,353.0 8,290.6 56 6.0 1,731.8 3,421.3 1.3 2.5
Survey,
design
and
consultancy  2,995.8 2,748.7 5723 650.1 19.1 23.7 73.2 195.1 24 7.1
Manufacturing  1,237.4 1,633.8 206.3 252.3 16.7 15.4 12.9 82.0 1.0 5.0
Other ..... 3,152.8 4,625.0 470.0 539.5 14.9 11.7 226.0 243.2 7.2 53
Subtotal ... 1390441 1481922 86015 91325 6.2 6.6 20439 39416 1.5 1.7
Inter-
sggment
elimination (760.4) (1,525.2) — — — — — — — —
Total ..... 138,283.7 146,667.0 8,601.5 9,732.5 6.2 6.6 20439 3,941.6 1.5 2.7

Our total revenue after elimination of inter-segment sales increased by 6.1%, from
RMB138,283.7 million in the eleven months ended 30 November 2006 to RMB146,667.0 million in the eleven
months ended 30 November 2007. This increase was mainly attributable to an increase of
RMB7,298.4 million in revenue from our construction operations, a decrease of RMB395.9 million in revenue
from our survey, design and consultancy operations, an increase of RMB31.4 million in revenue from our
manufacturing operations and an increase of RMBI1,449.4 million in revenue from our other operations.

Our cost of sales after eclimination of inter-segment sales increased by 35.6% from
RMB129,682.1 million in the eleven months ended 30 November 2006 to RMB136,934.5 million in the eleven
months ended 30 November 2007. The increase was generally consistent with the increase in our total revenue
during the same period and was primarily due to the increase of RMB5,487.2 million in material costs,
RMB3,102.8 million in direct labor costs, RMBI1,189.0 million in machinery usage costs and
RMB719.4 million in subcontracting costs, was partiaily offset by the decrease of RMB3,246.1 million in other
expenses. The increase in materials costs for our construction operations was also attributable to the increase
in the average purchase price of key raw materials, including steel, cement, explosives, waterproofing
materials, admixtures and track materials. The increase in materials costs in our manufacturing operations was
attributable to the increase in average purchase price of key raw materials such as steel, electro-mechanical
equipment and non-ferrous metals. The increase in labor costs for our operations was mainly caused by the
increase in construction operations in the eleven months ended 3¢ Novermnber 2007. Increases in average wages
for our construction workers in the eleven months ended 30 November 2007 also contributed to the increases
in our labor costs. The increase in machinery usage costs was mainly due to the increase of scale of our
construction operations.

As a result of the foregoing, our gross profit increased by 13.1% from RMB8,601.5 million in the eleven
months ended 30 November 2006 to RMB9,732.5 million in the eleven months ended 30 November 2007.
Our gross profit margin also increased from 6.2% in cleven months ended 30 November 2006 to 6.6% for the
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eleven months ended 30 November 2007. Increase of the gross profit margin were mainly due to the increase
of our business scale and our efforts in controlling costs.

Our other net income and gains increased by 313.0% from RMBI133.1 million in the eleven months
ended 30 November 2006 to RMBS549.7 million in the eleven months ended 30 November 2007. The increase
was mainly attributed to an income generated from disposal of a subsidiary, China Railway Energy Investment
Co., Ltd., during the eleven months ended 30 November 2007. On 11 November 2007, we entered into an
agreement for the disposal of our wholly-owned indirect subsidiary, China Railway Energy Investment Co.,
Ltd., to an independent third party for a consideration of RMB435.9 million. The principal activity of China
Railway Energy Investment Co., Ltd. is investment holding in an entity engaging in investment and
construction of water conservancy and hydropower facilities in Sichuan province. From this transaction, we
realized a significant gain of RMB315.8 million.

Our selling and distribution costs decreased by 28.3% from RMB812.1 million in the eleven months
ended 30 November 2006 to RMB582.5 million in the eleven months ended 30 November 2007, The decrease
in selling and distribution costs was mainly attributable to our implementation of flat management system,
which improved the selling and distribution efficiency.

Our administrative expenses increased by 1.3% from RMBS5,458.5 million in the eleven months ended
30 November 2006 to RMB5,529.9 million in the eleven months ended 30 November 2007. The increase in
administrative expenses was primarily due to an increase in the salaries of our staff due to the expansion of our
business during the respective period. However, administrative expenses as a percentage of revenue decreased
from 3.9% in the year ended 31 December eleven months ended 30 November 2006 to 3.8% in the eleven
months ended 30 November 2007 due to our efforts to control costs and enhance our management cfficiency.

Our other expenses decreased by 45.7% from RMB420.2 million in the eleven months ended
30 November 2006 to RMB228.3 million in the eleven months ended 30 November 2007.

Our operating profit representing the sum of gross profit and other income, less selling, general,
administrative and other expenses increased by RMB1,897.7 million, or 92.8%, from RMB2,043.9 million for
the eleven months ended 30 November 2006 to RMB3,941.6 million for the ecleven months ended
30 November 2007. At the same time, our operating profit margin increased from 1.5% to 2.7%.
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Discussion of our operating results by segment

Construction operations

The principal profit and loss information for our construction operations before elimination of inter-
segment sales is as follows:

Eleven months ended 30

November
2006 2007
(unaudited) (audited)
{RMB million)
SEEMENT TEVEIUE .. ottt ettt et ettt e e e e ettt e e et i 131,658.1 139,184.6
Inter-segment sales . ... ... ... . e 223 250.2
Revenue fromexternal sales . . ... ..o i 131,635.9 138,934.3
Revenue by type of projects .
Railway .. e 58,477.0 62,497.9
Highway . .. e e 50,991.4 47,6698
Metropolitan railway ... ... ... . i e 3,626.2 4,424.9
Water conservancy and hydropower facility . .......................... 4,410.8 5,448.3
11 -5 14,152.7 19,143.8
Cost of 5ale8 .. ... o i e (124,305.1y  (130,894.0)
Rallway . . e (54,713.2) (58,556.9)
Highway ... e (48,717.2) (45,206.4)
Metropolitan raillway ........... ... e e (3,357.4) (4,124.4)
Water conservancy and hydropower facility ....................... ..., {4,105.0) (4,974.6)
ORETs L e (13,412.4) (18,031.7)
Gross Profit . ..o e e e e e 7,353.0 8,290.6
Selling and distribution costs . ... ... .. ... .. e (661.4) (410.3)
AdmInistrative €Xpenses ... ... ...ttt e e e (4,743.5) (4,859.4)
Other expenses, net of other income and gains ................ .. ........ (216.3) 400.8
Segment TesUltS . ... ottt 1,731.8 3,421.3

Segment revenue. Qur scgment revenue before climination of inter-segment sales from our
construction operations increased by 5.7%, or RMB7,526.5 millicn, from RMB131,658.1 million in the eleven
months ended 30 November 2006 to RMBI139,184.6 million in the eleven months ended 30 November 2007.
The increase was mainly due to the increases in the revenues generated from railway projects.

Revenue generated from the construction of railways increased by RMB4,020.9 million, or 6.9%, in the
eleven months ended 30 November 2007 compared to the eleven months ended 30 November 2006, mainly
due to the increase in the projects we undertook during the Eleventh Five-Year Plan period (2006-2010).

Revenue generated from the construction of highways decreased by RMB3,321.6 million, or 6.5%, in
the eleven months ended 30 November 2007 compared to the eleven months ended 30 November 2006. The
decrease was mainly because we invested mare resources to those projects with higher profit margin, including
railway projects and metropolitan railway projects.

Inter-segment sales generated from our construction operations was RMB22.3 million and
RMB250.2 million in the eleven months ended 30 November 2006 and 2007, respectively, mainly from the
provision of construction services o our real estate development operations.

As a result, total segment revenue generated from external sales after elimination of inter-segment
sales from our construction operations was RMB131,635.9 million in the eleven months ended 30 Novernber
2006 and RMB138,934.3 million in the ¢leven months ended 30 November 2007.
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Cost of sales. Our cost of sales before climination of inter-segment sales incurred from our
construction operations increased by 5.3% from RMBI124,305.1 million in the eleven months ended
30 November 2006 to RMB130,894.0 million in the eleven months ended 30 November 2007, mainly due to
the increases in the cost of sales incurred from railway projects, partially offset by the decreases in the cost of
sales incurred from the highway projects.

Cost of sales incurred from the construction of railways increased by RMB3,843.7 million, or 7.0%, in
the eleven months ended 30 November 2007 compared to the eleven months ended 30 November 2006,
mainly due to the increase in railway projects that we commenced in the eleven months ended 30 November
2007. In addition, increases in the average procurement price of raw materials such as steel and the
depreciation expenses of the equipment for the construction of passenger railway lines also contributed to the
increases in our cost of sales.

Cost of sales incurred from the construction of highways decreased by RMB3,510.8 million, or 7.2%, in
the eleven months ended 30 November 2007 compared to the eleven months ended 30 November 2006. The
decrease was mainly caused by the decrease of highway projects we undertook and correspending decrease of
costs.

Gross profit.  Gross profit from our construction operations for the eleven months ended 30 November
2007 was RMB8,290.6 million, an increase of RMB937.6 million, or 12.8%, compared to RMB7,353.0 million
for the eleven months ended 30 November 2006. However, gross margin from our construction operations
increased from 5.6% for the eleven months ended 30 November 2006 to 6.0% for the eleven months ended
30 November 2007, primarily due to our strengthened cost control and better project management. The
increase was also partially caused by the changes of our product mix, by which we undertook more projects
with higher profit margin, such as metropolitan railway construction projects, in the eleven months ended
30 November 2007 compared with the comparable period in 2006.

Selling and distribution costs. Selling and distribution costs from our construction operations
decreased by 37.9%, or RMB250.6 million, from RMBG661.4 million for the eleven months ended
30 November 2006 to RMB410.8 million for the eleven months ended 30 November 2007, primarily due to
our efforts to control costs.

Administrative expenses. Administrative expenses for our construction operations increased by 2.4%
from RMB4,743.5 million for the eleven months ended 30 November 2006 to RMB4,859.4 million for the
eleven months ended 30 November 2007. The increase was due to the growth in our business and the
corresponding increase in costs. However, administrative expenses as a percentage of revenue from our
construction operations decreased from 3.6% in the eleven months ended 30 November 2006 1o 3.5% in the
eleven months ended 30 November 2007 as a result of our implementation of flat management system and
improvement of management efficiency.

Other expenses, net of other income and gains. Other expenses, net of other income and gains for our
construction operations was recognized as a net loss of RMB216.3 million for the eleven months ended
30 November 2006 and was recognized as a net gain of RMB400.8 million for the eleven months ended
30 November 2007 as a result of a significant gain on disposal of a subsidiary of RMB315.8 million in 2007.

Segment results. Total operating profit for our construction operations increased by
RMBI1,689.5 million from RMBI,731.8 million in the e¢leven months ended 30 November 2006 to
RMB3,421.3 million in the eleven months ended 30 November 2007. Operating prefit margin for our
construction operations increased from 1.3% for the eleven months ended 30 November 2006 to 2.5% for the
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eleven months ended 30 November 2007 mainly due to our increase of business scale and successful efforts to
control cost.

Survey, design and consultancy operations
The principal profit and loss information for our survey, design and consultancy operations before
elimination of inter-segment sales is as follows:

Eleven months ended
30 November

2006 2007
{unaudited) (audited)
{RMB millien)

SEEMENT TEVEMUE . . vt u ettt ettt nnenns 2,995.8 2,748.7
Inter-segment sales ......... ... . i e 24 151.4
Revenue from external sales ... ... .. .. . i e 2,993.3 2,597.4
Costalfsales. .. ... e e (2,423.5) (2,098.7)
Gross Profil ... e 5723 650.1
Selling and distribution CostS .. ... ... i e (91.3) (64.9)
AdmInisIrative CXPENSES . . .. ..ot e e (389.0) (337.7)
Other expenses, net of other income and gains .. .......................... (18.7) {52.4)
Segment resulls . ... ... ... e 73.2 195.1

Segment revenue, Our segment revenue before elimination of inter-segment sales from survey, design
and consultancy operations decreased by 82% from RMB2,995.8 million in the eleven months ended
30 November 2006 to RMB2,748.7 million in the eleven months ended 30 November 2007, The decrease was
primarily because many survey, design and consultancy projects in which we were involved in the eleven
months ended 30 November 2007 were still at the early stages and we couid not recognize the revenue of these
projects yet.

Inter-segment sales revenue generated from our survey, design and consultancy operations was
RMBI5t.4 million and RMB2.4 million in the eleven months ended 30 November 2007 and 2006,
respectively. The increase of inter-segment sales was mainly due to our efforts to integrate our operations of
different segments. The inter-segment sales in our survey, design and consultancy operations comprised the
infrastructure construction survey and design services provided to our construction operations projects.

As a result, total revenue generated from external sales after elimination of inter-segment sales of our
survey, design and consultancy operations was RMB2,993.3 million in the eleven months ended 30 November
2006 and RMB2,597.4 million in the eleven months ended 30 November 2007,

Cost of sales. Our cost of sales before elimination of inter-segment sales incurred from our survey,
design and consultancy operations decreased by 13.4% from RMB2,423.5 million in the eleven months ended
30 November 2006 to RMB2,098.7 million in the eleven months ended 30 November 2007, primarily due to a
decrease in the revenue recognized in the eleven months ended 30 November 2007. Our efforts to control costs
also contributes to the decrease of total cost of sales in our survey, design and consultancy operations.

Gross profit.  Gross profit from our survey, design and consultancy operations for the eleven months
ended 30 November 2007 was RMB650.1 million, an increase of RMB77.8 mitlion, or 13.6%, compared to
RMB572.3 million for the eleven months ended 30 November 2006. Gross margin from the survey, design and
consultancy operations increased from 19.1% for the eleven months ended 30 November 2006 to 23.7% for the
eleven months ended 30 November 2007. The increase in our gross margin was mainly caused by the increase
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in the proportion of revenue generated from metropolitan railway construction projects in the eleven months
ended 30 November 2007, which have a relatively higher gross margin than those of our other projects.

Selling and distribution costs. Selling and distribution costs from our survey, design and consultancy
operations decreased by 28.9%, or RMB26.4 million, from RMB91.3 million for the eleven months ended
30 November 2006 to RMB64.9 million for the eleven months ended 30 November 2007 due to our efforts to
control costs,

Administrative expenses. Administrative expenses for our survey, design and consultancy operations
decreased 13.2% from RMB389.0 million for the eleven months ended 30 November 2006 to
RMB337.7 million for the eleven months ended 30 November 2007 mainly due to our efforts in streamlining
management.

Other expenses, net of other income and gains. Other expense for our survey, design and consultancy
operations increased 180.2% from RMBI18.7 million for the eleven months ended 30 November 2006 to
RMBS52.4 million for the eleven months ended 30 November 2007. '

Segment results. Operating profit for our survey, design-and consultancy operations increased from
RMB73.2 million in the eleven months ended 30 November 2006 to RMB195.1 million in the eleven months
ended 30 November 2007. The operating profit margin for our survey, design and consultancy operations
increased from 2.4% for the eleven months ended 30 November 2006 to 7.1% for the eleven months ended
30 November 2007, primarily due to the increase in the segment gross profit margin and a decrease in the
administrative expenses, partially offset by an increase of other expense.

Manufacturing operations
The principal profit and loss information for our manufacturing operations before elimination of inter-
segment sales is as follows:

Eleven months ended
30 November

2006 2007
(unaudited) (audited)
{(RMB million}

SEQMENt TEVENUE ..\ttt ittt iai e e s i e e e 1,237.4 1,633.8
Inter-segment sales. . ... ... .o 20.0 385.0
Revenue from external sales . ..ot e 1,217.4 1,248.8
Cost O 88168 . ... i e e e (1,03t.1) (1,381.5)
GrosS Profit . ...t e 206.3 252.3
Selling and distribution Costs. . ... . i e (14.9) (14.1)
AdmIniStrative eXpenses . . ..ot (141.8) (138.0)
Other expenses, net of other income and gains........................ .. (36.7) (18.3)
Segment results. ... .. .. e 12.9 82.0

Segment revenue. Segment revenue before elimination of inter-segment sales from manufacturing
operations increased by 32.0% from RMBI1,237.4 million for the eleven months ended 30 November 2006 to
RMBI,633.8 million for the eleven months ended 30 November 2007. The substantial increase was mainly
due to the substantial increases of sales of larger track maintenance machinery and equipment and railway
track components.

261




FINANCIAL INFORMATION

Cost of sales. Our cost of sales before elimination of inter-segment sales incurred from our
manufacturing operations increased by RMB350.4 million from RMB1,031.1 million to RMB1,381.5 million.
The increase was primarily due to the increase of the scale of our manufacturing business,

Gross profit. Gross profit from our manufacturing operations for the eleven months ended
30 November 2007 was RMB252.3 million, an increase of RMB46.0 million, or 22.3%, compared to
RMB206.3 million for the eleven months ended 30 November 2006. Gross margin from the manufacturing
operations decreased from 16.7% for the eleven months ended 30 November 2006 to 15.4% for the eleven
months ended 30 November 2007 due to increase of cost of raw materiais.

Selling and distribution costs. Selling and distribution costs from our manufacturing operation
decreased by 54% from RMBI14.9 million for the eleven months ended 30 November 2006 to
RMBI14.1 million for the eleven months ended 30 November 2007, primarily due to our cost control efforts.

Administrative expenses. Administrative expenses for our manufacturing operations decreased by
2.7% from RMB141.8 million for the eleven months ended 30 November 2006 to RMB138.0 million for the
eleven months ended 30 November 2007. The decrease was primarily due to our implementation of flat
management system and improvement of management efficiency.

Other expenses, net of other income and gains. Our manufacturing operations had net other expenses
of RMB36.7 million and RMBI18.3 million for the eleven months ended 30 November 2006 and 2007,
respectively.

Segment results. As a result of the foregoing reasons, operating profit for our manufacturing
operations increased substantially from RMB12.9 million to RMB82.0 million. The operating profit margin for
our manufacturing operations for the eleven months ended 30 November 2006 and 2007 was 1.0% and 5.0%,
respectively. Our operating profit margin for our manufacturing operations in the eleven months ended
30 November 2006 was relatively low because during the period we recognized substantial foreign exchange
loss.
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Other businesses

The principal profit and loss information for our business operations other than construction, survey,
design and consultancy and manufacturing operations before elimination of inter-segment sales are as follows:

Eleven months ended
30 November

2006 2007

{unaudited) {audited)
(RMB million)

SEEMENL FEVENMLE . . . ot i it ittt e e et e e ie sttt iaaaa i aaaeanns 31528 4,625.0
Inter-segment sales ... ... . i i e e 715.8 738.6
Revenue from external 5ales . ... ..ottt e e e 2,437.0 3.8860.4
Real estate development. .. ... .. ..o e e 472.6 636.4
Iy oS P 2,168.8 3,173.3
L0111 =1 ¢ S P 511.5 815.4

Cost 0f 8A1ES . . .. .. e (2,682.8) (4,085.6)
Real estate development. ... ... ... . ... i (348.7) (465.7)
LOEiStiCS . oo (1,979.8) (2,965.4)
11 1T (354.3) (654.5)

Gross Profil ... . e e 470.0 539.5

Selling and distribution €osts . ... .. i e (44.4) (92.71)

AQMINIStIAtive BXPEMSES . . . . oottt e (184.2) (194.9)

Other expenses, net of other income and gains ........... o vt (154) {8.7)

Segment resulls ... ... e 226.0 243.2
Real estate development. . ... ... i 55.6 353
Logistics and others . ... ... i 170.4 2079

Segment revenue. Segment revenue derived from other operations mainly included income from the
sales of real properties and provision of logistics services to external customers. Revenue before elimination of
inter-segment sales of these businesses increased by 46.7% from RMB3.152.8 million for the eleven months
ended 30 November 2006 to RMB4,625.0 million for the eleven months ended 30 November 2007.

In the cleven months ended 30 November 2007, we generated RMB636.4 million as revenue from the
real estate development business, representing a 34.7% increase from RMB472.6 million in the eleven months
ended 30 November 2006. The substantial increase in revenue was mainly due to the increase of sales and
deliveries of real estale properties, as well as a general increase in property prices in the PRC.

In the eleven months ended 30 November 2007, we generated RMB3,988.7 million as revenue from
the provision of logistics and other services, representing a 48.8% increase from RMB2,680.3 million in the
eleven months ended 30 November 2006. The increase was mainly due to the expansion of the scale of our
logistic services operations.

Inter-segment sales revenue generated from our other operations was RMB715.8 million and
RMB738.6 million in the eleven months ended 30 November 2006 and 2007, respectively. The inter-segment
sales in our other operations mainly comprised the logistic services of materials provided to our construction
operations segment.

As a result, total revenue generated from external sales after elimination of inter-segment sales of our
other operations was RMB2,437.0 million in the eleven months ended 30 November 2006 and RMB3,886.4
million in the eleven months ended 30 November 2007.
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Cost of sales. Our cost of sales before elimination of inter-segment sales incurred from our other
operations increased by 52.3% from RMB2,682.8 million in the eleven months ended 30 November 2006 to
RMB4,085.6 million in the eleven months ended 30 November 2007. The increase was primarily due to an
increase of RMB117.0 million in the cost for real estate development and a RMBI,285.8 million increase in
the cost for logistic and other services, both due 1o the expansion of our operational scales.

Gross profit.  Gross profit from our operations other than construction, survey, design and consultancy
and manufacturing operations for the cleven months ended 30 November 2007 was RMB539.5 miltion, an
increase of RMB69.5 million, or 14.8%, compared to RMB470.0 million for the eleven months ended
30 November 2006. Gross margin from other businesses within our operations decreased from 14.9% for the
eleven months ended 30 November 2006 te 11.7% for the cleven months ended 30 November 2007, mainly
due to the decreases in our gross margin from the other businesses in our other operations.

Gross profit from our real cstate development operations increased from RMB123.8 million in the
eleven months ended 30 November 2006 to RMB170.6 million in the cleven months ended 30 November
2007 due to the expansion of our real estate development operations. The gross margin also slightly increased
from 26.2% to 26.8% due to the increase in property prices in the PRC.

Gross profit from our logistics and other services increased from RMB346.2 million in the cleven
months ended 30 November 2006 to RMB368.8 million in the eleven months ended 30 November 2007 due to
the increase of the scale of our logistics business.

Selling and distribution costs. Selling and distribution costs from our other operations increased from
RMB44.4 million for the eleven months ended 30 November 2006 to RMB92.7 million for the eleven months
ended 30 November 2007.

Selling and distribution costs from our real estate development business increased from
RMB17.4 million for the eleven months ended 30 November 2006 to RMB64.7 million for the eleven months
ended 30 November 2007, mainly due to the increases of expenses in sales and marketing activities for the real
estate development business.

Administrative expenses. Administrative expenses for our other operations increased from
RMBI184.2 million for the eleven months ended 30 November 2006 to RMBI194.9 million for the eleven
months ended 30 November 2007. The increase was due to the growth of our business.

Administrative expense from our real estate development business for the eleven menths ended
30 November 2007 was RMB53.2 million, representing an increase of RMB5.7 million, or 12.0%, compared to
RMB47.5 million for the eleven months ended 30 November 2006. This increase was primarily due to the
increase of our scale of operations.

Other expenses, net of other income and gains. In the cleven months ended 30 November 2006 and
2007, our other expenses for our other operations amounted to RMBI15.4 million and RMB8.7 million,
respectively,

Other expenses from our real estate development business for the eleven months ended 30 November
2007 was RMBI17.4 million, representing an increase of RMBI4.1 million, or 427.3%, compared to
RMB3.3 million for the eleven months ended 30 November 2006,

Segment results.  As a result of the foregoing reasons, total operating profit for our operations other
than construction, survey, design and consultancy and manufacturing operations for the ¢leven months ended
30 November 2006 and 2007 was RMB226.0 million and RMB243.2 million, respectively. However, our
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segment operating profit margin for the eleven months ended 30 November 2006 and 2007 was 7.2% and 5.3%,
respectively.

Discussion of other results in the income statement

The following discussion relates to our business as a whole and is not specific to any individual business
segment.

Finance revenue. Qur finance revenue increased by 8.9% from RMB493.7 million in the eleven
months ended 30 November 2006 to RMB537.8 million in the eleven months ended 30 November 2007. The
increase was mainly due to the increase in our total bank deposits and the increase in interest rates during the
eleven months ended 30 November 2007.

Finanee costs. Qur finance costs increased by 30.3% from RMB826.7 million in the eleven months
ended 30 November 2006 to RMBI1,077.5 million in the eleven months ended 30 November 2007, primarily
due to the increase in interest on bank and other loans of RMB350.5 million, partially offset by the increase in
capitalization of interest expenses 1o construction contracts of RMB99.7 million.

Share of profits of jointly-controlled entities and associates. Share of profits of jointly-controlled
entitics and associates decreased by RMB7.0 million, or 31.7%, from RMB22.1 million in the eleven months
ended 30 November 2006 to RMBI15.1 million in the cleven months ended 30 November 2007.

Tax. Our tax expenses increased by 182.5% from RMB499.7 million in the eleven months ended
30 November 2006 to RMBI1,411.6 million in the eleven months ended 30 November 2007, primarily due to
the write-off of deferred tax asset is amounting to RMB600.2 million to the income statement of our Company
for the eleven months ended 30 November 2007 as a result of the newly approved PRC Corporate Income Tax
Law resulting in a reduction of income tax rate from 33% to 25% effective on 1 January 2008. In addition to
the above, the increase in income tax charge for the eleven months ended 30 November 2007 was parily due to
the growth of operating results of our Company for the period in question.

Prafit for the year. As a result of the foregoing, our profit for the eleven months ended 30 November
2007 increased by 62.6%, or RMB772.1 million, from RMBI1,233.4 million in the eleven months ended
30 November 2006 to RMB2,005.5 million in the eleven months ended 30 November 2007.

Minority interests. As part of the Restructuring, we acquired the equity interest in each of our
entities which were previously held by the Employee Share Ownership Committee in 2007. In the eleven
months ended 30 November 2007, the loss attributable to minority interests was RMB3.2 million, compared
with the gain of RMB225.7 million in the comparable period of 2006.

Profit attributable to equity holder of the company. As a result of the foregoing, profit attributable to
equity holder of the company was RMB1,007.7 million for the eleven months ended 30 November 2006 and
RMB2,008.7 million for the eleven months ended 30 November 2007.
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Year ended 31 December 2006 compared with year ended 31 December 2005
Overview of our operating results

For the year ended 31 December 2006, our operating profit increased substantially by
RMBI1,163.4 million from RMB1,274.9 million for the year ended 31 December 2005 to RMB2,438.3 million
for the year ended 31 December 2006. The following table sets forth the revenue, gross profit, gross profit
margin, operating profit, and operating profit margin for the periods indicated:

Operating
Revenue Gross profit Gross margin Operating profit profit margin
Year ended Year ended Year ended Year ended Year ended
31 December 31 December 31 December 31 December 31 December
2005 2006 2005 2006 2005 2006 2005 2006 2005 2006
{audited) (audited) {(audited) (audited) {audited) (audited) (audited) (audited) {(audited) (audited)
(RMB millicn) (RMB million) (%) (RMB million) (%)
Construction .. 104,133.7 146,359.7 6,453.6 82134 6.2 5.6 822.7 2,0934 0.8 14
Survey, design
and
consultancy 2,909.3 3,348.5 762.3 634.9 26.2 19.0 93.4 80.7 32 24
Manufacturing 1,388.3 1,355.2 275.3 224.5 19.8 16.6 146.4 16.6 10.5 1.2
Other ........ 28725 3,5539 4337 523.2 15.1 14.7 2124 247.6 7.4 7.0
Subtotal ... ... 111,303.7 154,617.3 79249  9,596.0 7.1 6.2 [,27149 24383 1.1 1.6
Inter-segment
elimination. . (509.0) (1,008.3) -~ — — — —_ — — —
Total ........ 110,794,7 153,609.0 79249 9,596.0 7.2 6.2 1,2749  2,438.3 1.2 L6

Our total revenue after elimination of inter-segment sales increased by 38.6%, from
RMB110,794.7 million in the year ended 31 December 2005 to RMB153,609.0 million in the year ended
31 December 2006. This increase was mainly attributable to an increase of RMB42,236.7 million in revenue
from our construction operations, an increase of RMB435.2 million in revenue from our survey, design and
consultancy operations and an increase of RMB208.8 million in revenue from our other operations. However,
the increase was slightly offset by a decrease of RMB&66.5 million in revenue from our manufacturing
operations.

Our cost of sales after elimination of inter-segment sales increased by 40.0% from
RMBI102,869.8 million in the year ended 31 December 2005 {0 RMB144,013.0 million in the year ended
31 December 2006. The increase was generally consistent with the increase in our total revenue during the
same period and was primarily due to the increase of RMB22,599.2 million in material cost,
RMRB7,074.1 million in labor costs and RMB5,797.1 million in machinery usage costs, as well as other
expenses incurred by our construction operations and manufacturing operations. The increase in materials
costs for our construction operations was also attributable to the increase in the average purchase price of
certain raw materals such as cement. The increase in materials costs in our manufacturing operations was
attributable to the increase in average purchase price of key raw materials such as electro-mechanical
equipment and non-ferrous metals. The increase in labor costs for our operations was mainly caused by the
increase in construction projects that we commenced in the year ended 31 December 2006. Increases in
average wages for our construction workers in the year ended 31 December 2006 also contributed to the
increases in our labor costs. The increase in machinery usage costs was mainly due to the increases in the
construction projects which required us to use more special machinery and ecquipmeant.

As a result of the foregoing, our gross profit increased by 21.1% from RMB7,924.9 million in the year
ended 31 December 2005 to RMB9,5%96.0 million in the year ended 31 December 2006. However, our gross
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profit margin decreased from 7.2% in 2005 to 6.2% in 2006. Decreases of the gross profit margin were mainly
due to the decrease of gross profit of our construction operations.

Our other net income and gains decreased by 8.3% from RMB202.8 million in the year ended
31 December 2005 to RMBI185.9 million in the year ended 31 December 2006. Qur other net income and
gains in 2005 were higher because we recognized a RMB87.4 miilion gain from foreign exchange and a
RMB14.3 million gain on disposals of property, plant and equipment. We had fewer gains in 2006.

Our selling and distribution costs decreased by 3.6% from RMB926.9 million in the year ended
31 December 2005 to RMB893.1 million in the year ended 31 December 2006. The decrease in selling and
distribution costs was mainly attributable to our implementation of flat management system, which improved
the selling and distribution efficiency.

Our administrative expenses increased by 14.3% from RMBS5,251.7 million in the year ended
31 December 2005 to RMB6,002.1 million in the year ended 31 December 2006. The increase in
administrative expenses was primarily attributed to an increase in the salaries of our staff and other expenses
duc to the expansion of our business during the respective period. However, administrative expenses as a
percentage of revenue decreased from 4.7% in the year ended at 31 December 2005 to 3.9% in the year ended
31 December 2006 due to our efforts to control costs and enhance our management cfficiency.

Qur other expenses decreased by 33.5% from RMB674.2 million in the year ended 31 December 2005
to RMB448.3 million in the year ended 31 December 2006.

Our operating profit representing the sum of gross profit and other income, less selling, administrative
and other expenses increased by RMBI1,163.4 million, or 91.3%, from RMB1,274.9 million for the year ended
31 December 2005 to RMB2,438.3 million for the year ended 31 December 2006. At the same time, our
operating profit margin increased from 1.2% to 1.6%.
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Discussion of our operating resulis by segment
Construction operations

The principal profit and loss information for our construction operations before elimination of inter-
segment sales are as follows:

For the years ended 31 December

2005 2006
(audited) (audited)
{RMB million)

SEgMENt TEVENUE . ...ttt e i e 104,133.7 146,359.7
Inter-segment sales ......... ... ... . i 104.2 93.5
Revenue from external sales . .......... ... ... i, 104,029.5 146,266.2

Revenue by type of projects
Railway ..o e e 32,4343 61,496.9
Highway ... ... i 47,565.4 56,9254
Metropolitan railway ......... .. .o i 2,690.8 4,823.8
Water conservancy and hydropower facility .................... 3,846.3 4,958.2
Others ... o 17,596.9 18,155.4

Costof sales ... ..o i i e e (97,680.1) (138,146.2)
Railway ... (29,789.2) (57,626.5)
Highway ... ..o e e (45,188.4) (54,384.2)
Metropolitan railway ......... .. ... .. i e (2,529.6) (4.457.9)
Water conservancy and hydropower facility .................... (3,625.6) (4,697.1)
Others ... . s (16,547.3) (16,980.5)

Gross profit .. ... 6,453.6 8,2134

Selling and distribution costs .......... ... i (706.8) (709.1)

Administrative €Xpenses .. .. ... e e (4,468.8) (5,226.7)

Other expenses, net of other income and gains ................... (455.3) (184.2)

Segment results ... ... L 822.7 2,0934

Segment revenue. Our segment revenue before elimination of inter-segment sales from our
construction operations increased by 40.5%, or RMB42,226.0 million, from RMB104,133.7 million in the year
ended 31 December 2005 to RMB146,359.7 million in the year ended 31 December 2006, The increase was
mainly due to the increases in the revenues generated from railway projects and highway projects.

Revenue generated from the construction of railways increased by RMB29,062.6 million, or 89.6%, in
the year ended 31 December 2006 compared to the year ended 31 December 2005, mainly due to the increase
in the projects and total new railway projects we undertook, largely driven by increased total spending by the
MOR on railway projects from approximately RMBI0G billion in the year ended 31 December 2005 to
approximately RMB200 billion in the year ended 31 December 2006 in connection with the beginning of the
implementation of the Eleventh Five-Year Plan.

Revenue generated from the construction of highways increased by RMB9,360.0 million, or 19.7%, in
the year ended 31 December 2006 compared to the year ended 31 December 2003, mainly due to an increase
in major highway construction projects with which we were awarded in 2006 resulting from increased
government investment in such projects in the same year.

Inter-segment sales generated from our construction operations was RMBI104.2 million and
RMB93.5 million in the years ended 31 December 2005 and 2006, respectively, mainly from the provision of
construction services to our real estate development operations.
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As a result, total segment revenue generated from external sales after elimination of inter-segment
sales from our construction operations was RMB104,029.5 million in the year ended 31 December 2005 and
RMB146,266.2 million in the year ended 31 December 2006.

Cost of sales. Our cost of sales before climination of inter-scgment sates incurred from our
construction operations increased by 41.4% from RMB97,680.1 million in the year ended 31 December 2005
to RMBI138,146.2 million in the year ended 31 December 2006, mainly due to the increases in the cost of sales
incurred from railway projects and highway projects.

Cost of sales incurred from the construction of railways increased by RMB27,837.3 million, or 93.4%,
in the year ended 31 December 2006 compared to the year ended 31 December 2005, mainly due to the
increase in raitway projects that we commenced in the year ended 31 December 2006. In addition, the
increased depreciation expenses of the equipment for the construction of passenger railway lines and
subcontracting costs also contributed to the increase in cost of sales.

Cost of sales incurred from the construction of highways increased by RMB9,195.8 million, or 20.3%,
in the year ended 31 December 2006 compared to the year ended 31 December 2005, mainly due to the
increases in our revenue in the highway construction projects in the same period. In addition, increases in the
average procurement price of raw materials and subcontracting expenses also contributed to the increase in
cost of sales.

Gross profit.  Gross profit from our construction operations for the year ended 31 December 2006 was
RMBE,213.4 million, an increase of RMB1,759.8 million, or 27.3%, compared to RMB6,453.6 million for the
year ended 31 December 2005. However, gross margin from our construction operations decreased from 6.2%
for the year ended 31 December 2005 to 5.6% for the year ended 31 December 2006, primarily due to the
higher equipment usage costs we incurred as a result of the higher technical specifications required for
construction of high-speed passenger railway lines, as well as the increased raw material costs associated with
such higher technical specifications without commensurate increases in contract price for such railway lines.
The decrease was partialiy offset by the increase of gross margin in metropelitan railway construction projects,
which have a relatively higher gross margin.

Selling and distribution cests. Selling and distribution costs from our construction operations
increased by 0.3%, or RMB2.3 million, from RMB706.8 million for the year ended 31 December 2005 to
RMB709.1 million for the year ended 31 December 2006, primarily due to the increase in our business scale
and the corresponding increase in costs.

Administrative expenses. Administrative expenses for our construction operations increased by 17.0%
from RMB4,468.8 million for the year ended 31 December 2005 to RMBS5,226.7 million for the year ended
31 December 2006. The increase was due to the growth in our business and the corresponding increase in
costs. However, administrative expenses as a percentage of revenue from our construction operations
decreased from 4.3% in the year ended 31 December 2005 to 3.6% in the year ended 31 December 2006 as a
result of our implementation of flat management system and improvement of management efficiency.

Other expenses, net of other income and gains. (niher expenses for our construction operations
decreased by 59.5% from RMB455.3 million for the year ended 31 December 2005 to RMB184.2 million for
the year ended 31 December 2006.

Segment results. Total operating profit for our construction operations increased by
RMB1,270.7 million from RMB8&22.7 million in the year ended 31 December 2005 to RMB2,093.4 million in
the year ended 31 December 2006. Operating profit margin for our construction operations increased from
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0.8% for the year ended 31 December 2005 to 1.4% for the year ended 31 December 2006, despite the
decrease in our segment gross profit margins, primarily due to a decrease in our administrative expenses,
selling and distribution expenses and other expenses, net of other income and gains as a percentage of the
segment revenue.

Survey, design and consultancy operations

The principal profit and loss information for our survey, design and consultancy operations before
climination of inter-segment sales are as follows:
For the years ended
31 December
2005 2006

(audited) (audited)
(RMB million}

SEEMENT TEVENUE . . L. .ottt ettt 2,906.3 3,348.5
Enter-segment sales ... ... .. 336 37.6
Revenue from external sales . ... ..o i i i e e 2,875.7 3,3109

Cost Of SaAlES . ...t e e e (2,147.0)  (2,713.6)

GrOSS PrOfit . .. e 762.3 634.9

Selling and distribution costs . ... .. ottt e e (163.9) {(116.8)

AdmiInistrative EXPenSES . . .. ..ottt e e (476.4) (413.4)

Other expenses, net of other income and gains ............. ... ... ... .. {28.5) (24.0)

Segment Tesulls .. ... ... 934 80.7

Segment revenue. Qur segment revenue before elimination of inter-segment sales from survey, design
and consultancy operations increased by 15.1% from RMB2,909.3 million in the year ended 31 December
2005 to RMB3,348.5 million in the year ended 31 December 2006. The increase was primarily due to the
increase in completed survey, design and consultancy service stages, which was partly caused by the increases
in new contract we were awarded in 2006, as well as the expansion of our survey, design and consultancy
operations. In the year ended 31 December 2006, our new contract value for survey, design and consultancy
operations was RMB3,073.3 million, representing a 12.0% increase from RMB2,743.3 million in the year
ended 31 December 2005,

Inter-segment sales revenue generated from our survey, design and consullancy operations was
RMB33.6 million and RMB37.6 million in the year ended 31 December 2005 and 2006, respectively. The
inter-segment sales in our survey, design and consultancy operations comprised the infrastructure construction
survey and design services provided to our construction operations projects.

As a result, total segment revenue generated from external sales after elimination of inter-segment
sales of our survey, design and consultancy operations was RMB2.875.7 million in the year ended
31 December 2005 and RMB3,310.9 million in the year ended 31 December 2006.

Cost of sales. Our cost of sales before elimination of inter-segment sales incurred from our survey,
design and consultancy operations increased by 26.4% from RMB2,147.0 million in the year ended
31 December 2005 to RMB2,713.6 million in the year ended 31 December 2006, primarily due to the increase
of survey, design and consultancy operatiens in which we were involved in the year ended 31 December 2006.
In order to manage the increased operations, we employed more professionals in 2006 compared to 2005,
which increased our overall stafl costs for the survey, design and consultancy operations.
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Gross profit. Gross profit from our survey, design and consultancy operations for the year ended
31 December 2006 was RMB634.9 million, a decrease of RMBI127.4 million, or 16.7%, compared to
RMB762.3 million for the year ended 31 December 2005. Gross margin from the survey, design and
consultancy operations decreased from 26.2% for the year ended 31 December 2005 to 19.0% for the year
ended 31 December 2006. The decrease in our gross margin for our survey, design and consultancy operations
was mainly due to the decrease of the gross profit margin of railway survey, design and consultancy projects.
The decrease in our gross margin for our survey, design and consultancy operations is partly offset by the
increase of gross margin in metropolitan railway survey, design and consultancy projects, which have a
relatively higher gross margin.

Selling and distribution costs. Seclling and distribution costs from our survey, design and consultancy
operations decreased by 28.7%, or RMB47.1 million, from RMB163.9 million for the year ended 31 December
2005 to RMB116.8 million for the year ended 31 December 2006 due to our efforts to control costs.

Administrative expenses. Administrative expenses for our survey, design and consultancy operations
decreased by 13.2% from RMB476.4 million for the year ended 31 December 2005 to RMB413.4 million for
the year ended 31 December 2006 as a result of our efforts in streamlining management,

Other expenses, net of other income and gains. Other expense for our survey, design and consultancy
operations decreased by 15.8% from RMB28.5 million for the year ended 31 December 2005 to
RMB24.0 million for the year ended 31 December 2006.

Segment result. Operating profit for our survey, design and consullancy operations decreased from
RMB93.4 million in the years ended 31 December 2005 to RMB80.7 million in the year ended 31 December
2006. The operating profit margin for our survey, design and consultancy operations decreased from 3.2% for
the year ended 31 December 2005 to 2.4% for the year ended 31 December 2006, primarily due to the
decrease in the segment gross profit margin, partially offset by a decrease in the selling and distribution costs,
administrative expenses and other expenses, net of other income and gains as a percentage of segment
revenue.

Manufacturing operations

The principal profit and loss information for our manufacturing operations before elimination of inter-
segment sales are as follows:

For the years ended

31 December
2005 2006
(audited) (audited)
{RMB million}
MMt TEVEIIUE . . . .. ittt it e e et e ettt e 1,388.3 1,355.2
Inter-segment sales .. ... ... ... e — 33.5
Revenue from external sales .. ... oottt 1,388.3 1,321.7
Cost of sales . . ... e (L,1129) (1130.7)
Gross Profit . . ..o e 275.3 224.5
Selling and distribution costs ......... ... . i i e {18.8) (17.7)
Administrative EXPeISES . .. vttt ittt e e s (152.8) (152.2)
Other expenses, net of other income and gains ................................ 427 (38.0)
Segment results ... ... e e e 146.4 16.6
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Segment revenue. Segment revenue before elimination of inter-segment sales from our manufacturing
operations was RMB!,388.3 mitlion and RMB1,355.2 million in the year ended 31 December 2005 and 2006,
respectively. The relatively stable status of revenue generation was due to the fact that there was no significant
increase in market demand or competition for large track maintenance machinery during the relevant period,
and as such, our prices and sales volumes for this segment remained relatively stable.

We did not enter into any inter-segment transactions in our manufacturing operations in the year ended
31 December 2005. Inter-scgment sales revenue generated from our manufacturing operations was
RMB33.5 million in the year ended 31 December 2006. Substantially all of our inter-segment sales of large
track maintenance machinery in 2006 involved the sales to our construction projects.

Cost of sales. Our cost of sales before elimination of inter-segment sales incurred from our
manufacturing operations slightly increased from RMB1,112.9 million to RMB!,130.7 million. Since our
operational scale of the manufacturing operations was relatively stable in the year ended 31 December 2006
compared to the year ended 31 December 2005, our cost of sales incurred from the manufacturing operations
remained at the same level for the period.

Gross profit.  Gross profit from our manufacturing operations for the year ended 31 December 2006
was RMB224.5 million, a decrease of RMBS50.8 million, or 18.5%, compared to RMB275.3 million for the
year ended 31 December 2005, Gross margin from the manufacturing operations decreased from 19.8% for the
year ended 31 December 2005 to 16.6% for the year ended 31 December 2006 because increase in cost of sales
outpaced increase in revenue.

Selling and distribution costs, Selling and distribution costs from our manufacturing operations
decreased 5.9% or RMBL.1 miliion from RMBI8.8 million for the year ended 31 December 2005 to
RMB17.7 million for the year ended 31 December 2006, primarily due to our efforts to control costs.

Administrative expenses. Administrative expenses for our manufacturing operations decreased by
0.4% from RMB152.8 million for the year ended 31 December 2005 to RMB152.2 million for the year ended
31 December 2006.

Other expenses, net of other income and gains. Qur manufacturing operations had net other income
of RMB42.7 million for the year ended 31 December 2005. Our manufacturing operations had net other
expenses of RMB38.0 million for the year ended 31 December 2006. The increase of our net other expenses
was primarily due to a net foreign exchange loss in the year of 2006.

Segment results. As a result of the foregoing reasons, operating profit for our manufacturing
operations decreased substantially from RMB146.4 million to RMBI16.6 million, and the operating profit
margin decreased from 10.5% to 1.2%. The decrease in the segment operating profit margin was primarily due
to the decrease in segment gross margin and our foreign exchange loss.
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Other businesses

The principal profit and loss information for our business operations other than construction, survey,
design and consultancy and manufacturing operations before elimination of inter-segment sales are as follows:
For the years ended 31
December
2005 2006

(audited) (audited)
(RMB million)

e gMEnt TEVEIUC . ..o i e 2,872.5 3,553.9
Inter-segment sales ........ ... e 371.2 343.8
Revenue from external sales . . ... 2,501.3 2,710.1
Real estate development ...... ... ... .. ... ... . . 486.6 570.0
I 1 (o T 1,914.4 2,424.6
OHhers o e e 471.5 559.3

Cost of Sales . ... e {2,438.8) (3,030.7)
Real estate development . ... ... .. . e e (429.3) (411.7)
B OiStiCS o e (1,740.1) (2,217.2)
Others .o (269.4) (401.8)

Gr0ss Profit . ..o 433.7 523.2

Selling and distribution costs ... ... .. . . e (37.4) (49.5)

AdMINIS AtV EXPEIISES . . .ttt e e (153.6) {209.8)

Other expenses, net of other income and gains .................. ... ........... (30.2) {16.3)

Segment results . ... .. e 2124 247.6
Real estate development ... ... ... .. . . . . . e (21.4) 75.0
Logistics and others . ... ... it e e 2338 172.6

Segment revenue. Segment revenue derived from other operations mainly included income from the
sales of real estate and provision of logistics services to external customers. Revenue before elimination of
inter-segment sales of these businesses increased by 23.7% from RMB2,872.5 million for the year ended
31 December 2005 to RMB3,553.9 million for the year ended 31 December 2006.

In the year ended 31 December 2006, we generated RMB570.0 million as revenue from the real estate
development business, representing a 17.1% increase from RMB486.6 million in the year ended 31 December
2005. The substantial increase in revenue was mainly due to the expansion of sales of certain property
development projects, as well as a general increase in property prices in the PRC.

In the year ended 31 December 2006, we generated RMB2,424.6 million as revenue from the provision
of logistics services, representing a 26.7% increase from RMB1,914.4 in the year ended 31 December 2005.
The increase was mainly due to the expansion of the scale of our logistic services operations and the increase
in the number of construction projects in China, which created more opportunities for us to provide logistics
services to contractors, including to our construction operations segment.

Inter-segment sales revenue generated from our other operations was RMB371.2 million and
RMB843.8 million in the year ended 31 December 2005 and 2006, respectively. The inter-segment sales in our
other operations mainly comprised the logistic services of materials provided to our construction operations
segment.

As a result, total segment revenue generated from external sales after elimination of inter-segment
sales of our other operations was RMB2,501.3 million in the year ended 31 December 2005 and
RMB2,710.1 million in the year ¢nded 31 December 2006.
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Cost of sales. Our cost of sales before elimination of inter-segment sales incurred from our other
operations increased by 24.3% from RMB2,438.8 million in the year ended 31 December 2005 to
RMB3,030.7 million in the year ended 31 December 2006. The increase was primarily due to a
RMB477.1 million increase in the cost for logistic services, both due to the expansion of our operational scales.

Gross profit.  Gross profit from our operations other than construction, survey, design and consultancy
and manufacturing operations for the year ended 31 December 2006 was RMB523.2 million, an increase of
RMB89.5 million, or 20.6%, compared to RMB433.7 million for the year ended 31 December 2005. Gross
margin from other businesses within our operations decreased from 15.1% for the year ended 31 December
2005 to 14.7% for the year ended 31 December 2006.

Gross profit from our real estate development operations increased from RMB57.4 million in the year
ended 31 December 2005 to RMB158.3 million in the year ended 31 December 2006 due to the expansion of
our real estate development operations. The gross margin also increased from 11.8% to 27.8% due to the
increase in property prices in the PRC.

Gross profit from our logistics and other services decreased from RMB376.3 million in the year ¢nded
31 December 2005 to RMB364.8 million in the year ended 31 December 2006 due to the increase in costs
resulting from the increase in the scale of our business. Qur gross margin decreased from 15.8% to 12.2%.

Selling and distribution costs. Selling and distribution costs from our other operations increased from
RMB37.4 million for the year ended 31 December 2005 to RMB49.5 million for the year ended 31 December
2006.

Selling and distribution costs from our real estate development business increased from
RMB13.0 million for the year ended 31 December 2005 to RMB19.5 million for the year ended 31 December
2006, mainly due to the increases of expenses in sales and marketing activities for the real estate development
business.

Administrative expenses. Administrative expenses for our other operations increased from
RMBI153.6 million for the year ended 31 December 2005 to RMB209.8 million for the year ended
31 December 2006. The increase was due to the growth of our business and the corresponding increase in
costs.

Administrative expense from our real estate development business for the year ended 31 December
2006 was RMBS59.3 million, representing an increase of RMB21.6 million, or 57.3%, compared to
RMB37.7 million for the year ended 31 December 2005. This increase was primarily due to the increase of our
business scale.

Other expenses, net of other income and gains. In the year ended 31 December 2006, our other
expenses for our other operations decreased to RMB16.3 million from RMB30.2 million in the year ended
31 December 2005, because other expenses from our real estate development business for the year ended
31 December 2006 was RMB4.5 million, representing an decrease of RMB23.6 million, or 84.0%, compared to
RMB28.1 million for the year ended 31 December 2005.

Segment results.  As a result of the foregoing reasons, total operating profit for our operations other
than construction, survey, design and consultancy and manufacturing operations was RMB212.4 million and
RMB247.6 million, respectively. Qur segment operating profit margin was 7.4% and 7.0%, respectively.
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Discussion of other results in the income statement

The following discussion relates to our business as a whole and is not specific to any individual business
segment.

Finance revenue. Our finance revenue increased by 42.3% from RMB384.0 million in the year ended
31 December 2005 to RMB546.6 million in the year ended 31 December 2006. The increase was mainly due
to the increase in our total bank deposits and the increase in interest rates during the year ended 31 December
2006.

Finance costs. Qur finance costs increased by 16.2% from RMB782.8 million in the year ended
31 December 2005 to RMB909.3 million in the year ended 31 December 2006, primarily due to the increase
in interest on bank and other loans of RMB201.1 million, partially offset by the increase in capitalization of
interest expenses to construction in progress of RMB4.9 million.

Share of profits of jointly-controlled entities and associates. Share of profits of jointly-controlled
entities and associates decreased by RMB36.6 million, or 61.8%, from RMB59.2 million in the year ended
31 December 2005 to RMB22.6 million in the year ended 31 December 2006,

Tax. Cur tax expenses increased by 45.6% from RMB409.5 million in the year ended 31 December
2005 to RMB596.3 million in the year ended 31 December 2006, primarily due to the increase in our taxable
profit.

Profit for the year. As a result of the foregoing, our profit for the year ended 31 December 2006
increased by 185.6%, or RMB976.1 million, from RMBS525.9 million in the year ended 31 December 2005 to
RMEB1,502.0 million in the year ended 31 December 2006.

Minority interests. Minority interest increased by 63.7% from RMB176.5 million for the year ended
31 December 2005 to RMB289.0 million for the year ended 31 December 2006, primarily due to an increase
in net profit of our subsidiaries, several of which have minority sharcholders.

Profit atrributable to equity holder of the company. As a result of the foregoing, profit attributable to
equity holder of the company was RMB349.3 million for the yecar ended 31 December 2005 and
RMBI1,213.0 million for the year ended 31 December 2006.
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Year ended 31 December 2005 compared with year ended 31 December 2004
Overview of our operating results

In the year ended 31 December 2004 and 2005, our operating profit was RMB457.3 million, and
RMB1,274.9 million, respectively. The following table sets forth the revenue before climination of inter-
segment sales, gross profit, gross profit margin, operating profit, and operating profit margin for the periods
indicated:

Operating profit

Revenue Gross profit Gross profit margin Operating profit margin
Year ended Year ended Year ended Year ended Year ended
31 December 31 December 31 December 31 December 31 December
2004 2005 2004 2005 2004 2005 2004 2005 2004 2005
(audited) (audited) (audited) {(awdited) (audited) <{avdited) (audited) (avdited) (audited) (audited)
{RMB million) (RMB million) (%) (RMB million) (%)
Construction  80,565.8 104,133.7 35,1856 6,453.6 6.4 6.2 1.6 8§22.7 0.0 0.8
Survey,
design and
consultancy  2,345.6 2.909.3 663.6 762.3 283 26.2 102.0 934 43 3.2
Manufacturing  1,362.5 1,388.3 2359 275.3 17.3 15.8 76.0 146.4 5.6 10.5
Other ...... 2,217.2 2,872.5 2998 4337 13.5 15.1 277.7 2124 12.5 7.4
Subtotal .... 86,491.1 111,303.7 6,3845 79249 74 7.1 457.4 1,274.9 0.5 1.1
Inter-
segment
elimination (303.6) (50%.0) — — — — — — — —
Total ...... 86,187.5 110,794.7 6,384.9 79249 74 7.2 4574 1,274.9 0.5 1.2

QOur total revenue after climination of inter-segment sales incrcased by 28.6%, from
RMBB86,187.5 million in the year ended 31 December 2004 1o RMBI110,794.7 million in the year ¢nded
31 December 2005. This increase was mainly attributable to an increase of RMB23,497.8 million in revenue
from our construction operations. In addition, an increase of RMB353.8 million in revenue from our survey,
design and consultancy operations, an increase of RMB25.8 million from our manufacturing operations and an
increase of RMB529.8 million in revenue from our other operations also contributed to the changes in our
total revenue during the period.

Our cost of sales after elimination of inter-segment sales increased by 28.9% from
RMB79,802.6 million in the year ended 31 December 2004 to RMB102,869.8 million in the year ended
31 December 2005. The increase was generally consistent with the increase in our total revenue during the
same period and primarily due to the increase of RMB11,608.7 million in material costs, RMB2,694.5 million
in laber costs and RMB3,631.7 million in machinery usage costs, as well as other expenses incurred by our
construction and manufacturing operations. The increase in materials costs was attributable to the increase of
our business scale. The increase in labor costs for our operations was mainly caused by the increase in the
infrastructure construction and design projects. Increases in average wages for our construction workers in the
year ended 31 December 2005 also contributed to the increases in our labor costs. The increase in machinery
usage costs was mainly due to the increases in the construction projects which required us to use more special
machinery and equipment.

As a result of the foregoing, our gross profit generated from external transactions increased by 24.1%
from RMB6,384.9 millien in the year ended 31 December 2004 to RMB7,924.9 million in the year ended
31 December 2005. However, our gross profit margin decreased from 7.4% in 2004 to 7.2% in 2005. Decreases
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in our gross profit margin were mainly due to the decrease of gross profit of railway construction projects and
survey, design and consultancy projects.

Our net other income and gains increased by 62.0% from RMBI125.2 million in the year ended
31 December 2004 to RMB202.8 million in the year ended 31 December 2005. This increase was mainly due
to our net income generated from foreign exchange difference of RMB87.4 million in the year ended
31 December 2005 as well as the increase in gains on disposal of property, plant and equipment from
RMBI12.9 million in the year ended 31 December 2004 to RMB14.3 million in the year 31 December 2005.

Qur selling and distribution costs increased by 21.8% from RMB760.9 million in the year ended
31 December 2004 to RMB926.9 million in the year ended 31 December 2005. The increase in selling and
distribution costs was mainly attributable to an increase in marketing and promotional expenses in overseas
markets mainly due to the expansion of operations in each of our operating segments.

OQur administrative expenses increased by 12.7% from RMB4,661.2 million in the year ended
31 December 2004 to RMB5,251.7 million in the year ended 31 December 2005. The increase in
administrative expenses was primarily due to the expansion of operations in each of our operating segments,
which resulted in increases in personnel expenses, traveling, marketing and sales expenses, depreciation and
amortization costs and utility charges. However, administrative expenses as a percentage of revenue decreased
from 5.4% in the year ended at 31 December 2004 to 4.7% in the year ended at 31 December 2005 due to our
cfforts to control costs and increase of our operation scale.

Our other expenses increased by 6.9% from RMB630.6 million in the year ended 31 December 2004 to
RMB674.2 million in the year ended 31 December 2005. The increase was due to the increase in impairment
of assets in 2005.

As a result of the foregoing, our operating profit representing the sum of gross profit and other income,
less selling, administrative and other expenses was RMB1,274.9 million for the year ended 31 December 2005,
an increase from RMB457.4 million in the year ended 31 December 2004. At the same time, our operating
profit margin increased from 0.5% to 1.2%.
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Discussion of our operating results by segment
Construction operations

The principal profit and loss information for our construction operations before elimination of inter-
segment sales are as follows:

For the years ended 31 December

2004 05
(audited) (audited)
(RMB million)
SEEMENT TEVENUE . ... ittt it e e e 80,565.8 104,133.7
Inter-segment sales . ....... ... i 34.2 104.2
Revenue from external sales. ... ... ... i 80,531.7 104,029.5
Revenue by type of projects
Railway . ... e 22,461.1 32,4343
Highway ... . 35,539.7 47,565.4
Metropolitan railway ....... ... . ... . ... 2,055.3 2,690.8
Water conservancy and hydropower facility .......................... 3,223.1 3,346.3
ORETS L 17,286.6 17,596.9
Costol sales .. ... i (75,380.2) (97,680.1)
Railway ... ... (20,314.5) (29,789.2)
Highway ... (34,000.8) (45,188.4)
Metropolitan railway . ... ... ... . e (1,955.1) (2,329.6)
Water conservancy and hydropower facility ...................... . ... (2,939.1) (3,625.6)
OtheTS . oo e (16,170.7) (16,547.3)
Gross profit .. ... o 5,185.6 6,453.6
Selling and distribution costs . ... ... .. . (539.0) (706.8)
AdmInistrative eXpenses ... ...t e e (3,987.0) (4,468.8)
Other expenses, net of other income and gains ......................... (658.0) (455.3)
Segment results ... .. ... .. 1.6 322.7

Revenue, Our segment revenue before elimination of inter-segment sales from our construction
operations increased by 29.3% from RMBS80,565.8 million in the year ended 31 December 2004 to
RMB104,133.7 million in the year ended 31 December 2005. The RMB23,567.9 million, or 29.3%, increase in
the construction operations from the year ended 31 December 2004 to the year ended 31 December 2005 were
mainly due to the increases in the revenues generated from highway projects and railway projects.

Revenue generated from the construction of highways increased by RMB12,025,7 million, or 33.8%, in
the year ended 31 December 2005 compared to the year ended 31 December 2004, primarily due to an
increase in major highway construction projects with which we were awarded in 2005 resulting from increased
government investment in highway projects in the same year.

Revenue generated from the construction of railways increased by RMB9,973.2 million, or 44.4%, in
the year ended 31 December 2005 compared to the year ended 31 December 2004, mainly due to the increase
in projects and total new railway project value, as well as a significant increase in the contract work for the
Qinghai-Tibet Railway project. Significant new projects include passenger railway lines, railway upgrade
projects, new freight railways resulting from increased demand for freight transportation.

Inter-segment sales revenue generated from our construction operations was RMB34.2 million and
RMB104.2 million in the years ended 31 December 2004 and 2003, respectively, mainly from the provision of
construction services to our real estate development operations.
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As a result, total segment revenue generated from external sales after elimination of inter-segment
sales to our construction operations was RMB80,531.7 million in the year ended 31 December 2004 and
RMBI104,029.5 million in the year ended 31 December 2005.

Cost of sales. Our cost of sales before elimination of inter-segment sales incurred from our
construction operations increased by 29.6%, or RMB22,299.9 million from RMB75,380.2 million in the year
ended 31 December 2004 to RMB97,680.1 million in the year ended 31 December 2005. The increase was
mainly due to the increases in the cost of sales incurred from highway projects and railway projects.

Cost of sales incurred from the construction of highways increased by RMB11,187.6 million, or 32.9%,
in the year ended 31 December 2005 compared to the vear ended 31 December 2004, mainly due to the
increases in our revenue in the highway construction projects in the same period.

Cost of sales incurred from the construction of railways increased by RMB9,474.7 million, or 46.6%, in
the year ended 31 December 2005 compared to the year ended 31 December 2004, mainly due to the increase
in railway projects that we commenced in the year ended 31 December 2005, including the Qinghai-Tibet
Railway.

Gross profit.  Gross profit from our construction operations for the year ended 31 December 2005 was
RMB6,453.6 millicn, an increase of RMB1,268.0 million, or 24.5%, compared to RMB35,185.6 million for the
year ended 31 December 2004. However, gross margin from our construction operations decreased from 6.4%
for the year ended 31 December 2004 to 6.2% for the year ended 31 December 2005, primarily due to
increases in costs of steel in the first half of 2005 (particularly in relation to highway construction contracts
which typically do not contain price adjustment clauses to compensate for the increase in raw material prices),
partially offset by the increase of gross margin in metropolitan railway construction projects, which have a
relatively higher gross margin.

Selling and distribution costs. Sclling and distribution costs from our construction operations
increased by 31.1%, or RMB167.8 million, from RMB539.0 million for the year ended 31 December 2004 to
RMB706.8 million for the year ended 31 December 2003, primarily due to the increase in our business scale
and the corresponding increase in costs.

Administrative expenses. Administrative expenses for our construction operations increased by 12.1%
from RMB3,987.0 million for the year ended 31 December 2004 to RMB4,468.8 million for the year ended
31 December 2005. The increase was due to the growth in our business and the corresponding increase in
costs. However, administrative expenses as a percentage of revenue for our construction operations decreased
from 4.9% in the year ended 31 December 2004 to 4.3% in the year ended 31 December 2005 as a result of our
cost control efforts.

Other expenses, net of other income and gains. Other expenses for our construction operations
decreased from RMB658.0 million for the vear ended 31 December 2004 to RMB455.3 million for the year
ended 31 December 2005.

Segment results. Total operating profit for our construction operations increased from
RMB1.6 million in the year ended 31 December 2004 to RMB822.7 million in the year ended 31 December
2005. As a result of the 29.3% increase in revenue generated from external sales after elimination of inter-
segment sales of this segment and a 29.6% increase in cost of sales of this segment, our operating profit margin
for our construction operations increased to 0.8% in the year ended 31 December 2005.
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Survey, design and consultancy operations

The principal profit and loss information for our survey, design and consultancy operations before
climination of inter-segment sales are as follows;

For the years ended 31 December

2004 2005
(audited) (audited)
(RMB million)

SEEIMENt TEVEIUE . ..o it ittt et e e e 2,345.6 2,909.3
Inter-segment Sales . ... ... i it e e 2317 336
Revenue from external sales ... ... ... .o it 2,321.9 2,875.7
Costofsales ............ (1,682.0) (2,147.0)
Gross Profit . ..o e 663.6 762.3
Selling and distribution costs .......... .. ... ... o oo L (180.2) {163.9)
Administrative eXpPenses .. ... ... trin et i e (409.1) (476.4)
Other expenses, net of other income and gains ......................... 27.7 {28.5)
Segmentresults ... ... e 102.0 93.4

Segment revenue. Our segment revenue before elimination of inter-segment sales from survey, design
and consultancy operations increased by 24.0% from RMB2,345.6 million in the year ended 31 December
2004 to RMB2,909.3 millien in the year ended 31 December 2005, The increase was primarily due to the
increase in completed survey, design and consultancy service stages, which was partly caused by the increases
in new contract we were awarded in 2005, as well as the completion of design stages of the Qinghai-Tibet
Railway project. In the year ended 31 December 2005, our new contract value for survey, design and
consultancy operations was RMB2,743.3 million, representing a 10.6% increase from RMB2,479.7 million in
the year ended 31 December 2004,

Inter-segment sales revenue generated from our survey, design and consultancy operations was
RMB23.7 million and RMB33.6 million in the year ended 31 December 2004 and 2005, respectively. The
inter-segment sales by our survey, design and consultancy operations comprised the infrastructure construction
survey and design services provided to our construction operations for projects that we engage on an EPC
basis.

As a result, total revenue generated from external sales after elimination of inter-segment sales of our
survey, design and consultancy operations was RMB2,321.9 million in the year ended 31 December 2004 and
RMB2,875.7 million in the year ended 31 December 2005.

Cost of sales. Our cost of sales before elimination of inter-segment sales incurred from our survey,
design and consultancy operations increased by 27.6% from RMB!,682.0 million in the year ended
31 December 2004 to RMB2,147.0 million in the year ended 3] December 2005, primarily due to the
increased survey, design and consultancy operations we were involved in the year ended 31 December 2005
and the utilization of more costly survey, design and consultancy methods. In order to manage the increased
operations, we employed more professionals in 2005 compared to 2004, which increased our overall staff costs
for the survey, design and consultancy operations, contributing to an increase in the stafl cost component of
costs of sales in our survey, design and consultancy operations in 2005,

Gross profit. Gross profit from our survey, design and consultancy operations for the year ended
31 December 2005 was RMB762.3 million, an increase of RMB98.7 million, or 14.9%, compared to
RMB663.6 million for the year ended 31 December 2004. Gross margin from the survey, design and
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consultancy operations decreased from 28.3% for the year ended 31 December 2004 to 26.2% for the year
ended 31 December 2005.

Selling and distribution cost. Selling and distribution cost from our survey, design and consultancy
operations decreased 9.0% from RMBI180.2 million for the year ended 31 December 2004 to
RMB163.9 million for the year ended 31 December 2005, primarily due to the economies of scale.

Administrative expenses. Administrative expenses for our survey, design and consultancy operations
increased 16.4% from RMB409.1 million for the year ended 31 December 2004 to RMB476.4 million for the
year ended 31 December 2005. The increase was primarily due to increase in employee compensation and
benefits in connection with the upgrading of our surveying capacities.

Other expenses, net of other income and gains. Other expenses for our survey, design and consultancy
operations amounted to RMB28.5 million for the year ended 31 December 2005. In the year of 2004, we
generated an income of RMB27.7 million.

Segment results. Operating profit for our survey, design and consultancy operations decreased from
RMB102.0 million in the year ended 31 December 2004 to RMB93.4 million in the year ended 31 December
2005. The operating profit margin for our survey, design and consultancy operations decreased from 4.3% for
the year ended 31 December 2004 to 3.2% for the year ended 31 December 2005, primarily due to the
decrease in segment gross profit margin.

Manufacturing operations

The principal profit and loss information for our manufacturing operations before elimination of inter-
segment sales is as follows:
For the years ended
31 December
2004 2005

(audited) (audited)
{RMB million)

Sepment revenUe .. ... . e e e e 1,362.5 1,388.3
Inter-segment sales ... ... ... . . i — —
Revenue from external sales ... ..ot i e 1,362.5 1,388.3

a5t O SAlES ..ottt e e (1,126.6) (1,112.9)

Gross Proflt . L. e e e 235.9 2753

Selling and distribution costs . ... .. ... e (18.1) (18.8)

Administrative EXPENSES . . ... ittt ittt e e s (137.0) (152.8)

Other expenses, net of other income and gains ................ ... ... ... ... .. (4.8) 42.7

Segment results ... e e e 76.0 146.4

Segment revenue. Segment revenue from our manufacturing operations was RMBL,362.5 million and
RMB1,388.3 million in the years ended 31 December 2004 and 2005, respectively. The relatively stable status
of the revenue generation was due to the fact that there was no significant increase in market demand for large
track maintenance machinery during the relevant period, and as such, our prices and sales volumes for this
segment remained relatively stable.

We did not enter into any inter-segment transactions in our manufacturing operations during this
period.

Cost of sales. Qur cost of sales incurred from our manufacturing operations slightly decreased from
RMBI,126.6 million to RMBI1,112.9 million. Since our operational scale of the manufacturing operations was
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relatively stable in the year ended 31 December 2005 compared to the year ended 31 December 2004, our cost
of sales incurred from the manufacturing operations remained at the same level for the period.

Gross prafit. Gross profit from our manufacturing operations for the year ended 31 December 2005
was RMB275.3 million, an increase of RMB39.4 million, or 16.7%, compared to RMB235.9 million for the
year ended 31 December 2004, Gross margin from the manufacturing operations increased from 17.3% for the
year ended 31 December 2004 1o 19.8% for the year ended 31 December 2005 primarily due to the decrease in
cost of components used in our manufacturing operations, which was a result of the appreciation of the foreign
exchange rate of Renminhbi against the U.S. dollar.

Selling and distribution costs. Selling and distribution costs from our manufacturing operations
increased 3.9% or RMB(.7 million from RMBI13.1 miliion for the year ended 31 December 2004 to
RMBI18.8 million for the year ended 31 December 2005, primarily due to economies of scale.

Administrative expenses. Administrative expenses for our manufacturing operations increased 11.5%
from RMB137.0 million for the year ended 31 December 2004 to RMBI152.8 million for the year ended
31 December 2005. The increase was due to increase in scale of our operations,

Other expenses, net of other income and gains. Our manufacturing operations had other expenses, net
of other income and gains in the amount of RMB4.8 million for the year ended 31 December 2004. In
comparison, we had net other income of RMB42.7 million for the year ended 31 December 2005, primarily
due to net foreign exchange gains in the amount of RMB87.4 million in the same year.

Segment results.  As a result of the foregoing reasons, total operating profit for our manufacturing
operations increased from RMB76.0 million in the year ended 31 December 2004 to RMB146.4 miltion in the
year ended 31 December 2005, and the segment operating profit margin increased from 5.6% to 10.5% in the
same period. The increase in our operating profit margin for our manufacturing operations was primarily due
to the increase in segment gross profit margin and our foreign exchange gains.
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Qther businesses

The principal profit and loss information for our business operations other than construction, survey,
design and consultancy and manufacturing operations before elimination of inter-segment sales is as follows:

For the years ended
31 December

2004 2005

(audited) (audited)
(RMB millien}

SEEMENT TEVEIIIE . ...ttt ettt san e e e st e et nn ettt 2,217.2 28725
Inter-segment Sale8 ... ...\ uein e 2457 371.2
Revenue from external sales . ... ... o i 1,971.5 2,501.3
Real estate development .. ... ... ..ot 356.5 486.6
LOZISHICS .« .ottt ettt e 1,325.8 1,914.4
L1611 1 V= x-SR P 5349 471.5

o8t OF SIS . . oot i et e e e (1,917.4) (2,438.8)
Real estate development .. ... ... ..o e (360.4) (429.3)
a1 1 (1,183.5) (1,740.1)
L1711 x-S O OO (373.5) (269.4)

Gross Profil . . ..o ot e 299.8 433.7

Selling and distribution Costs ....... ... ... i (23.6) (37.4)

Administrative eXpenses . ...... ... .. . it e (128.1) (153.6)

Other expenses, net of other income and gains ........ ... ...t 129.6 (30.2)

Segment results .. ... oo 2717 212.4
Real estate developmEnt .. ... ..ot 99.6 (21.4)
Logistics and others ... ... . ... i 178.2 2338

Segment revenue. Scgment revenue derived from other operations mainly included income from the
sales of real properties and provision of logistics services to external customers. Revenue before elimination of
inter-segment sales of these businesses increased by 29.6% from RMB2,217.2 million for the year ended
31 December 2004 to RMB2,872.5 million for the year ended 31 December 2005.

In the year ended 31 December 2005, we generated RMB486.6 million as revenue from the real estate
development business, representing a 36.5% increase from RMB356.5 million in the year ended 31 December
2004. The substantial increase in revenue in the year ended 31 December 2005 was mainly because of the
growth of our property development operations, as well as a gencral increase in property prices in the PRC.

In the year ended 31 December 2005, we generated RMB1,914.4 million as revenue from the provision
of logistics services, representing a 44.4% increase from RMB1,325.8 million in the year ended 31 December
2004. The increase was mainly due to the expansion of our business scale in the logistic services operations and
the increase in the number of construction projects in China, which created more opportunities for us to
provide logistics services to contractors as well as to our construction operations.

Inter-segment sales revenue generated from our other operations was RMB245.7 million and
RMB371.2 million in the year ended 31 December 2004 and 2005, respectively. The inter-segment sales in our
other operations mainly comprised the logistic services of materials provided to our construction operations.

As a result, total segment revenue generated from external sales after elimination of inter-segment
sales of our other operations was RMB1,971.5 million in the year ended 31 December 2004 and
RMB2,501.3 million in the year ended 31 December 2005.

Cost of sales. Our cost of sales before elimination of inter-segment sales incurred from our other
operations increased by 27.2% from RMB1,917.4 million in the year ended 31 December 2004 to
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RMB2,438.8 million in the vear ended 31 December 2005. The increase was primarily due to an increase of
RMB68.9 million in the cost for real estate development and a RMB3556.6 million increase in the cost for
logistic services, both due to the expansion of our operational scales.

Gross profit.  Gross profit from our operations other than construction, survey, design and consultancy
and manufacturing operations for the year ended 31 December 2005 was RMB433.7 million, an increase of
RMBI133.9 million, or 44.7%, compared to RMB299.8 million for the year ended 31 December 2004, Gross
margin from other operations slightly increased from 13.5% for the year ended 31 December 2004 to 15.1% for
the year ended 31 December 2005.

Our real estate development operations recorded a gross loss of RMB3.9 million in the year ended
31 December 2004 and a gross profit of RMBS57.3 million in the year ended 31 December 2005 because while
we commenced our real estate development operations in 2004, revenue from most of our real estate
development projects was not recognized until 2005. Gross margin for our real estate development operations
increased from a loss to 11.8%.

Gross profit from our logistics services increased from RMB142.3 million in the year ended
31 December 2004 to RMB174.3 million in the year ended 31 December 2005 due to the increase in the
number of construction projects in China, which created more opportunities for us to provide logistics services
to contractors. Gross margin for our logistics services was decreased from 10.7% to 9.1%.

Selling and distribution costs. Selling and distribution costs from our other operations increased from
RMB23.6 million for the year ended 31 December 2004 to RMB37.4 million for the year ended 31 December
2005.

Selling and distribution costs from our real estate development business increased from
RMB6.2 million for the year ended 31 December 2004 to RMB13.0 miilion for the year ended 31 December
2005, mainly due to the increases of expenses in sales and marketing activities for the real estate development
business.

Administrative expenses. Administrative expenses for our other operations increased 19.9% or RMB
25.5 million from RMB128.1 million for the year ended 31 December 2004 to RMB153.6 miltion for the year
ended 31 December 2005. The increase was due to the growth of our business and the corresponding increase
in costs. Administrative expenses as a percentage of revenue for our other operations decreased from 5.8% in
the year ended 31 December 2004 to 5.3% in the year ended 31 December 2003 as a result of our cost control
efforts. Administrative expenses from our real estate development business for the year ended 31 December
2005 was RMB37.7 million, representing an increase of RMB4.5 million, or 13.6%, compared to
RMB33.2 million for the year ended 31 December 2004. This increase was primarily due to the increase of our
business scale.

Other expenses, net of other income and gains. The other expenses, net of other income of gains for
the year ¢ended 31 December 2004 amounted to a net gain of RMB129.6 million, because of the reversal of the
impairment of properties we held in Macau which were impaired in 2003 due to the downturn of the property
market at that time. For the same reason, we recorded a net gain in the amount of RMB142.8 million from our
real estate development business for the year ended 31 December 2004. We recorded net other expenses of
RMB2.1 million from our cother operations for the year ended 31 December 2005. Other expenses from our
real estate business amounted to RMB28.1 million for the year ended 31 December 2005,

Segment results.  As a result of the foregoing reasons, total operating profit for our operations other
than construction, survey, design and consultancy and manufacturing operations was RMB277.7 million in the
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year ended 31 December 2004 and RMB212.4 million for the year ended 31 December 2005, respectively.
Our segment operating profit margin for the years ended 31 December 2004 and 2005 was 12.5% and 7.4%,
respectively. '

Discussion of other results in the income statement

The following discussion relates to our business as a whole and is not specific to any individual business
segment.

Finance revenue. Our finance revenue increased by 36.8% from RMB280.7 million in the year ended
31 December 2004 to RMB384.0 million in the year ended 31 December 2005. The increase was mainly due
to the increase in our bank deposits and increase in interest rates.

Finance costs. Our finance costs increased from RMB416.2 million for the year ended 31 December
2004 to RMB782.8 million for the year ended 31 December 2005, primarily due to the increase in interest on
bank and other loans of RMB425.6 million, partially offset by the increase in interests capitalized in
construction contracts of RMB44.7 million.

Share of profits of jointly-controlled entities and associates. Share of profits of jointly-controlled
entities and associates increased by RMB9.2 million, or 18.4% from RMB50.0 million in the year ended
31 December 2004 to RMB59.2 million in the year ended 31 December 2005. The increase was primarily due
to the increase in profits of Chun Wo — Henryvicy — CRCC — Queensland Rail joint venture, partly offset
by the decrease in profits of AMEC — Hong Kong Construction CC-202 joint venture.

Tax. Our tax cxpenses increased by 128.4% from RMB179.3 million in the ycar ended 31 December
2004 to RMB409.5 million in the year ended 31 December 2005, primarily due to the increase in our taxable
profit.

Profit for the year. As a result of the foregoing, our profit for the year ended 31 December 2005
increased by 173.1%, or RMB333.3 million, from RMB192.6 million in the year ended 31 December 2004 to
RMEB525.9 million in the year ended 31 December 2005,

Minority interests. Minority interest increased by 96.8% from RMB89.7 million for the year ended
31 December 2004 to RMB176.5 million for the year ended 31 December 2005, primarily due to an increase
of profit in subsidiaries not wholly owned by us.

Profit attributable to equity holder of the Company. As a result of the foregoing, profit attributable to
equity holder of the Company was RMB102.9 million for the year ended 31 December 2004 and
RMB349.3 million for the year ended 31 December 2005.

Geographic Analysis of Our Operations

We conduct business in China as well as other countries and territories throughout the world. The
following table sets forth our revenue from external sales for the periods indicated:

Year ended 31 December Eleven months ended 30 November
2004 008 2006 2006 2007
Revenue Cost of sales Revenue Cost of sales Revenue Cost of sales  Revenue  Cost of sales Revenue Cost of sales
(audited)  (auvdited) (audited) (andited) (audited) (audited) (unavdited) (unaudited) (audited) (audited)

(RMB million) (RME million)
Domestic
operations... 84,770.2 78,580.8 108,627.0 1009278 150,092.4 140,753.8 135,061.9 126,694.2 141,683.7 132.1906
Qverseas
operations... 14173 1,221.7 2,167.7 1,942.0 35166 3,259.1 3,221.7 2,988.0 4,983.2 4,743.8
Total......... 86,187.5 79,8026 110,794.7 102,869.8 153,609.0 144,013.0 1382837  129,682.1 146,667.0 1369345
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In the eleven months ended 30 November 2007, revenue generated from our overseas operations
increased to RMB4,983.2 million from RMB3.221.7 million in the eleven months ended 30 November 2006
due to the commencement of a number of large-scale construction projects in overseas countries and
territories in Africa and Asia, which we won because of our increased capacity to conduct overseas operations
and the increased recognition of our brand name in these markets. The percentage of the overseas sales to our
total revenue increased from 2.3% to 3.4% in the same period, which is consistent with our strategy to develop
our pverseas operations.

In the year ended 31 December 2006, revenue generated from our overseas operations increased to
RMB3,516.6 million from RMB2,167.7 million in the year ended 31 December 2005 due to the
commencement of a number of large-scale construction projects in overseas countries and territories in Africa
and Asia, which we won because of our increased capacity to conduct overseas eperations and the increased
recognition of our brand name in overseas markets. The percentage of the overseas sales to our total revenue
increased from 2.0% to 2.3% in the same period, which is consistent with our strategy to develop our overseas
operations.

In the year ended 31 December 2005, revenue generated from our overseas operations increased to
RMB2,167.7 million from RMB1,417.3 million in the year ended 31 December 2004 due to our strategy to
develop the overseas market following the PRC Government’s “going out” policy that encourages the Chinese
enterprises like our Company to conduct business outside of China. The percentage of the overseas sales to our

total revenue increased from 1.6% to 2.0% in the same period.

The gross margin generated from oversea operations is generally higher than the gross margin
generated from domestic operations due to different market conditions.

Liquidity and Capital Resources

Our principal sources of funds have been cash generated from operations and various short-term and
long-term bank borrowings and lines of credit, as well as equity contributions from shareholders. Our liquidity
requirements relate primarily to working capital needs, purchases of fixed assets, and servicing our
indebtedness.

We have historically met our working capital and other liquidity requirements principally from cash
provided by operations, while financing the remainder primarily through bank borrowings. Besides financing
our operations with the proceeds from the A Share Offering and the Global Offering, we will continue to rely
on our internally generated cash flows.

We focus on improving the profitability of our business to improve our operating cash flow. We closely
monitor and manage (i) the level of our accounts payables and receivables, (ii) our inventory level, and
(ii1) our ability to obtain external financing by implementing various internal guidelines and mechanisms,
which include:

®  established approval procedures for our contract terms governing collection and payment, strict
compliance with contractual terms, regular reviews of the collection and payment for account
receivables and payables, the allocation of responsibility on account receivables and provision for
doubtful debts;

® centralized procurement, budget management, inventory management and an acceptance and
return system, te control our raw materials procurement and enhance inventory management; and
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® increasing our credit facilities. As of 30 November 2007, we had credit facilities in the amount of
RMBI176.5 billion, of which we have utilized RMB59.1 billion. We had remaining credit facilities
in the amount of RMB!17.4 billion.

We intend to further improve our receivable management and control our inventory level. We also
intend to maintain a prudent capital expenditure policy, according to our business development needs and our
cash flow situation. According to our corporate policy, the capital expenditure plans of each of our subsidiaries
as well as any independent capital expenditure exceeding a certain amount must be approved by our corporate
headquarters.

Cash Flow

The following table sets out changes in cash flows for the periods indicated:

Eleven months

ended
Year ended 31 December 30 November
2004 2005 2006 2007
{audited) (audited) {audited) (audited)
{RMB million)
Cash and cash equivalents at beginning of year/peried... 10,968.1 11,6764  14,224.6 18,373.6
Net cash inflow from operating activities .............. 2,843.5 4,576.7 6,336.9 6,026.6
Net cash outflow from investing activities ............. (3,008.4) (4,731.8) (4,809.0) (9,732.7)
Net cash inflow from financing activities .............. 873.2 2,721.7 2,672.0 9,001.8
Net increase in cash and cash equivalents ............. 708.3 2,566.6 4,200,0 5,295.7
Cash and cash equivalents at end of year/period........ 11,676.4 14,2246 18,3736 23,630.0

Cash flows from operating activities

For the eleven months ended 30 November 2007, we had net cash inflow from operating activities of
RMB6,026.6 million, mainly as a result of profit before tax in the amount of RMB3,417.0 million generated in
the period adjusted for (i} depreciation in fixed assets of RMB2,928.9 million; (ii) increase in trade and bills
payables of RMBS5,807.1 million due to our involvement in an increased number of construction projects
which increased the purchases of raw materiats and engagement of subcontractors; and (iii) increase in other
payables and accruals of RMB17,216.2 million, mainly consisting of advances for customers, accrued salaries,
wages and benefits and other tax payables; and partially offset by: (i) the increase in completed properties held
for sale and properties under development of RMB2,036.9 million due to the growth of our real estate
development business; (ii) increase in prepayment, deposits and other receivables of RMB6,967.4 million due
to the increase in projects for which we were subject to performance bond and retention money and
(ili) increase in construction contracts of RMB8,487.6 million due to expansion of our construction
operations.

For the year ended 31 December 2006, we had net cash inflow from operating activities of
RMB6,336.9 million, mainly as a result of profit before tax in the amount of RMB2,098.2 million generated in
the period adjusted for (i) depreciation in fixed assets of RMB2,364.2 million; (ii) increase in trade and bills
payables of RMB7,557.2 million due to our involvement in an increased number of construction projects
which increased the purchases of raw materials and engagement of subcontractors; and (iii} increase in other
payables and accruals of RMB5,243.9 million, mainly consisting of advances for customers, accrued salaries,
wages and benefits and other tax payables; and partially offset by: (i) the increase in trade and bills receivables
of RMB6,616.2 million due to our involvement in an increased number of construction projects; (ii) increase
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in prepayments, deposits and other receivables of RMB2,820.2 million due to the increase in projects for
which we were subject to performance bond and retention money; and (iii) the increase in inventories of
RMB1,451.4 million mainly due to an increase in purchases of raw materials.

For the year ended 31 December 2005, we had net cash inflow from operating activities of
RMB4,576.7 million, mainly as a result of profit before tax in the amount of RMB%35.4 million generated in
the period adjusted for (i) depreciation of fixed assets of RMB1,938.9 million; and (ii) increases in trade and
bills payables of RMB7,096.2 million; and (iii) increase in other payables and accruals of
RMB7,775.0 million, mainly consisting of advances from customers, accrued salaries, wages and benefits as
well as other tax payables; and partially offset by (i) an increase in trade and bills receivables of
RMB3,161.4 million due to increases of the scale of our operations; (ii) an increase in prepayments, deposits
and other receivables of RMB2,134.9 million due to the increase in projects for which we were subject to
performance bond and retention money; (iii} an increase in the construction contract receivables of
RMB7,515.0 million due to the expansion of our construction operatians; and (iv) an increase in inventories of
RMBS563.6 million mainly due to the increase in purchases of raw materials.

For the year ended 31 December 2004, we had net cash inflow from operating activities of
RMB2,843.5 million, mainly consisting of: (i} an increase in prepayments, deposits and other receivables of
RMB3,768.9 million due to an increase in projects for which we were subject to performance bonds and
retention money; (ii) an increase in construction contracts in the amount of RMB3,053.8 million due to the
expansion of our construction operations; and (iii) an increase in trade and bills rececivables of
RMBI1,636.2 million due to completion of important stage of major construction projects in this period; and
partially offset by: (i) an increase in trade and bill payables of RMB7,054.9 million due to an increase in the
number of construction projects in which we were involved which increased the purchase of raw materials and
engagement of subcontractors; and (ii) an increase in other payables and accruals in the amount of
RMB2,753.4 million, mainly consisting of advances from customers, accrued salaries, wages and benefits as
well as other tax payables.

Cash flow from investing activities

For the eleven months ended 30 November 2007, our net cash outflow from investing activities was
RMB9,732.7 million. Our net cash outflow for investing activities mainly consists of (i) purchase of property,
plant and equipment of RMB7,158.5 million; (ii) purchase of minority interests of RMB2,370.4 million; and
(iii) the increase in balances with the ultimate holding company. Gur net cash inflow for investing activities
mainly consists of: (i) proceeds from disposal of property, plant and equipment of RMB902.7 million;
(i1) cash received from disposal of available-for-sale and held-to-maturity investments of RMBI151.8 million;
and (iii) the net inflow of cash and cash equivalents in respect of the disposal of a subsidiary, China Railway
Energy Investment Co., Ltd, ( PEEEEHZERRAE ), of RMB117.2 million.

For the year ended 31 December 2006, our net cash outflow from investing activities was
RMB4,809.0 million. Qur net cash outflow for investing activitics mainly consists of (i} purchase of property,
plant and equipment of RMB5,260.3 million; (ii) additions to intangible assets of RMB209.0 million. Qur net
cash inflow for investing activities mainly consists of (i) proceeds from disposal of financial assets at fair value
through profit or loss of RMB106.0 million; (ii} proceeds from disposal of property, plant and equipment of
RMB970.7 million; and (iii) cash received from disposal of available-for-sale and held-to-maturity
investments of RMB67.0 million.
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For the year ended 31 December 2005, our net cash outflow from investing activities was
RMB4,731.8 million. Our net cash outflow for investing activities mainly consists of (i) purchase of property,
plant and equipment of RMB4,569.7 million; (ii) increase in non-pledged time deposits with original maturity
of three months or more when acquired of RMBS550.6 million; and (iii) purchase of available-for-sale
investments and held-to-maturity investments of RMB323.5 million. Our net cash inflow for investing
activities mainly consists of (i) proceeds from disposal of property, plant and equipment of RMB797.7 million;
and (ii) cash reccived from disposal of available-for-sale and held-to-maturity investments of
RMBI168.1 million.

For the year ended 31 December 2004, our net cash outflow from investing activities was
RMB3,008.4 million. Qur net cash outflow for investing activities mainly consists of (i) purchase of property,
plant and equipment of RMB2,814.6 million mainly for our construction operations; and (ii) increase in non-
pledged time deposits with original maturity of three months or more when acquired of RMB751.1 million;
Our net cash inflow for investing activities mainly consists of (i} proceeds from disposal of financial assets at
fair value through profit or loss of RMB52.7 million; (ii) proceeds from disposal of property, plant and
cquipment of RMB644.4 million; and (iii) proceeds from disposal of prepaid land lease payments of
RMB37.5 miliion.

Net cash flow from financing activities

For the eleven months ended 30 November 2007, our net cash inflow from financing activities was
RMB9,001.8 million. Our net cash inflow for financing activities mainly consists of cash from new bank and
other borrowings of RMB24,552.1 million. Our net cash outflow for financing activities mainly consists of:
(i) cash used in repayment of bank and other borrowings of RMB15,609.3 million; and (ii) cash used in the
payment of interests of RMBI,386.1 million.

For the year ended 31 December 2006, our net cash inflow from financing activities was
RMB2,672.0 million. Our net cash inflow for financing activities mainly consists of cash from new bank and
other borrowings of RMB16,427.0 million. Our net cash outflow for financing activities mainly consists of
(i) cash used in repayment of bank and other borrowings of RMB12,206.9 million; and (ii) cash used in the
payment of interests of RMB1,082.9 million.

For the year ended 31 December 2005, our net cash inflow from financing activities was
RMB2,721.7 million. Our net cash inflow for financing activities mainly consists of cash from new bank and
other borrowings of RMB13,581.7 million. Our net cash outflow for financing activitics mainly consists of
(i) cash used in repayment of bank and other borrowings of RMB9,718.2 million; and (ii) cash used in the
payment of interests of RMB896.1 million.

For the year ended 31 December 2004, our net cash inflow from financing activitics was
RMBS873.2 million. Qur net cash inflow for financing activities mainly consists of cash from new bank and
other borrowings of RMB8,575.8 million. Our net cash outflow for financing activities mainly consists of
(i) cash used in repayment of bank and other borrowings of RMB7,078.9 million; and (ii) cash used in the
payment of interests of RMB462.7 million.

Capital Expenditures

We incurred capital expenditures for the construction, expansion and technology upgrade of our
facilities and purchase of equipment used for the construction projects. In addition, we incurred capital
expenditures for the capacity expansion of our plants for the production of large track maintenance machinery
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and railway track components. Qur capital expenditures were RMB3,293.3 million, RMB3,541.5 million and
RMB6,576.3 million for the years ended 31 December 2004, 2005 and 2006, respectively.

The following table sets forth our capital expenditures during the Track Record Period as well as the
current estimate of our capital expenditures for 2007 and 2008 primarily in relation to our business operations:

Year ended at 31 December

2004 2005 2006 2007E 2008E
(andited) (audited) (audited) (unaudited) {unaudited)
(RMB million)

Construction operations .. ........... 2,890.3 3,305.0 6,i157.0 9,418.8 8,439.0
Survey, design and consultancy

operations .. ...... ... .., 265.9 130.5 2109 438.7 341.0

Manufacturing operations ........... 34.4 14.7 21.1 532.5 1,065.0

Others ............ . i e, 102.6 91.3 187.2 168.4 185.0

Total ............. ... . ..., 3,293.3 3,541.5 6,576.3 10,578.4 10,030.0

Our planned capital expenditures for our construction operations will primarily consist of expenditures
for the purchase of machinery and equipment for construction projects. Qur planned capital expenditure for
our manufacturing operations will primarily consist of expenditures for the upgrade of our production base for
large track maintenance machinery and high-speed railway switches and rail fasteners.

For the eleven months ended 30 November 2007, we had already incurred RMB10,328.5 million in
capital expenditures. We plan to fund the capital expenditures of our capital expenditure for the remaining
portion of 2007 mainly from cash from operations and 2008 primarily with the proceeds from the A Share
Offering and Global Offering and cash from our operations. See “Future Plans and Use of Proceeds™ and
“Appendix V— The A Share Offering”.

The estimated amounts of expenditures set out above may vary from actual amounts of expenditures
for a variety of reasons, including changes in market conditions and other factors and has not been approved by
the Board. Any expansion of our capacity beyond the projects listed may require additional debt or equity
funding. Our ability to obtain additional funding in the future is subject to a variety of uncertainties including
our future results of operations, financial condition and cash flows, economic, political and other conditions in
the PRC and Hong Kong, and the PRC Government’s policies relating to foreign currency borrowings.

We manage our capital expenditures through our capital budget management system. At the end of
each year, each of our subsidiaries prepares its capital expenditure plan for the following year according to its
business needs, and reports to our headquarters. Requests from subsidiaries are analyzed and prioritized
according to the overall development strategy of our Company. Our headquarters then communicates with
each subsidiary the proposed revisions to its capital budget plan. The final budget plan is approved by the
Board and distributed to subsidiaries for implementation. We plan to finance our capital commitments using
cash flow generated from our operations as well as externat financings, including the A Share Offering, the
Global Offering and bank borrowings. We may also issue debt securities, such as shorl-term notes after our
listing, We may also selectively enter into joint ventures with companies that have strong financial backing to
pool the financial resources required for large-scale projects.

Working Capital

Taking into account a portion of the net proceeds available to us from the Global Offering, our cash
and cash equivalents on hand, our available credit facilities and cash generated from future operations, cur
Directors are of the opinion that we have sufficient working capital for our present requirements and for the
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next 12 months from the date of this Prospectus. As of 30 November 2007, we had RMB176,500 million of
banking facilities made available to us by commercial banks, among which approximately
RMB117,400 million were not utilized.

Inventory

The following table sets forth the components of our inventory as of the balance sheet dates indicated:

As of
As of 31 December 3} November

2004 2005 2006 2007

{audited) {audited) {audited) {audited)
{RMB million)

Raw materials” .. ... ..., 2,378.6 2,614.2 3,479.8 4,405.4
Work-in-progress ............ 709.6 744.2 847.3 755.2
Finished goods .............. 375.6 534.0 581.2 695.1
Spareparts ................. 546.8 673.6 1,086.2 2,034.0
Total .......... ... L, 4,010.7 4,565.9 5,994.5 7,889.7

(1)  Include matcrials-in-transit and raw materials.

Our inventory balances as of 31 December 2004, 2005 and 2006 and 30 November 2007 have been
increasing. The increases are primarily due to our large purchase quantities of raw materials because of the
increase of our construction operations and the expected increase in raw material prices. Our subsequent
usage/sales of inventories as of 30 November 2007 from 1 December 2007 to 31 December 2007 amounted to
RMB2,938.8 million.

The following table sets forth the turnover days of our inventory for the periods indicated:

Eleven
Year ended months ended
31 December 30 November
2004 2005 2006 2007
Turnover days of inventory'" ... . ... 18 15 13 15

(1)  Turnover days of inventoties is derived by dividing the arithmetic mean of the opening and closing balances of inventory for the
relevant period by cost of sales multiplying 365 days. Turnover days of inventory for an eleven-month peried is derived by dividing
the arithmetic mean of the opening and closing balances of inventory by cost of sales for the relevant period and then multiplied by
334 days.

The turnover days of inventory for the three years ended 31 December 2006 were 18 days, 15 days and
13 days, respectively. The improvement in turnover days is in line with our continuous efforts to improve our
inventory management.
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Contract work-in-progress

The following table sets out our contract work-in-progress as of the balance sheet date indicated:

As of
As of 31 December 30 November
2004 2005 2006 2007
{audited) {audited) (audited) {andited)
(RMB million}
Contract cost incurred plus recognized profit less
recognized losses .......... ... it iiean 171,312.1 246,123.0 356,352.7 484,772.1
Less: progress billings received and
receivable ... ... ... (164,180.6) (231,928.1) (342,707.5) (462,702.3)
Contract work-in-progress . ..................... 7.131.4 14,1949 13,645.2 22,069.8
Representing:
Amount due from customers for contract work . . 13,126.5 23,172.2 28,054.1 36,029.6
Amount due to customers for contract work . ... (5,995.1) (8,977.3) (14,4089)  {13,959.8)

7,131.4 14,1949 13,645.2 22,069.8

Qur contract work-in-progress increased from RMB7,131.4 million in the year ended 31 December
2004 to RMB14,194.9 million in the year ended 31 December 2005 mainly due to the increase in our business
scale. In the year ended 31 December 2006, our contract work-in-progress decreased slightly from
RMB14,194.9 million in the year ended 31 December 2005 to RMB13,645.2 million primarily due to the
quicker settlement of amount by customers.

Trade receivables and trade payables

The following table sets forth the turnover days of our trade receivables and trade payables for the
periods indicated:

Eleven
Year ended months ended
31 December 30 November
2004 2005 2006 2007
Turnover days of trade receivables™ . ... ... .. .. ... .. .. ... ..., 54 49 46 49
Turnover days of trade payables'® . .. ... ... ... ... ... ... .. ..., 99 93 84 87

(1)  Tutnover days of trade receivables is derived by dividing the arithmetic mean of the opening and closing balances of trade
receivables for the relevant period by revenue multiplying 365 days. Turnover days of trade receivables for an eleven-month period
is derived by dividing the arithmetic mean of the opening and closing balances of trade receivables by revenue for the relevant
period and then muitiplied by 334 days.

(2)  Turnover days of trade payables is derived by dividing the arithmetic mean of opening and closing balances of trade payables, for
the relevant period by cost of sales multiplying 365 days. Turnover days of trade payables for an eleven-month peried is derived by
dividing the arithmetic mean of the opening and closing balances of trade payables by cost of sales for the relevant period and then
multiplied by 334 days.

We do not have a standardized and universal credit period granted to customers of our construction
services. Additionally, certain customers of our construction services set out their requested credit periods in
their bidding documents. Accordingly, the credit periods are, to a certain extent, influenced by these
customers. The credit pertods of individual customers are therefore considered on a case-by-case basis and set
out in the construction contracts, as appropriate. For those customers that are government authorities or large
enterprises with good credit history, we usually agree to the granting of a longer credit period.
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In addition, we have adopted a series of policies and efforts to achieve prompt recoveries of our overdue
trade and bills receivables, such as stringent credit standards for credit analysis of our clients, close monitoring
of the recoverability of our overdue trade and bills receivables. Due to these efforts, the turnover days of trade
receivables decreased from 54 days in the year ended 31 December 2004 to 46 days in the year ended
31 December 2006. '

The turnover days of trade and bills payable of our Company decreased from 99 days in the year ended
31 December 2004 to 84 days in the year ended 31 December 2006. This was primarily due to the increase in
raw malterial prices, which, in turn, caused us to increase the usage of payment at sight for raw materials
procurement. However, the impact of the decrease in turnover days of trade and bills payable on our cash flow
situation was reduced by the decrease in turnover days of trade and bills receivables.

The following table sets forth an aging analysis of trade and bills receivable as of the balance sheet
dates indicated:

As of 31 December As of 30 November
2004 2005 2006 2007
(audited) (audited) (audited) (audited}
(RMB million) % {RMB million) % (RMB million) % {(RMB million)

Less than one year 11,526.8 80.2 14,222.3 Rl.4 19,774.2 82.4 23,861.1

One to two years . .. 1,916.0 13.3 2,060.8 11.8 2,767.7 1L.5 2,439.2

Two to three years. . 596.3 4.1 788.0 4.5 928.4 KR 847.7
More than three

YEArs ... ........ 331.1 2.3 3929 2.2 530.9 2.2 461.2

14,370.2 100.0 17,464.0 100.0 24,001.1 100.0 27,609.2

We account for our trade and bills receivables from the date of recognition. However, according to our
construction contracts, a number of our customers are entitled to a grace period of up to three years after the
relevant projects are completed, while revenue is recognized upon completion of the relevant projects
according to the accounting principles applicable to our Company. The grace period may increase the agtng of
our accounts receivables. The trade receivables with an aging of more than three years mainly consisted of our
BT projects, which generally have a maturity period from two to six years. Our subsequent settlement of trade
and bills receivables as of 30 November 2007, inctuding retention money receivables, from 1 December 2007
to 31 December 2007 amounted to RMBS5,211.5 million.

As of 31 December 2006, a portion of our trade and bills receivables are aged over the credit period
granted to our customers, which is not an uncommon issue in current Chinese construction market in light of
the bargaining power of large customers who may not settle the outstanding receivable balances on a timely
basis. In particular, for those customers that are government related agencies/entities, it may take a longer
period to complete their internal procedure for acceptance of the construction work and processing of
payments to us. Qur management closely monitors the recoverability of our overdue trade and bills receivables
on a regular basis, and, when appropriate, provides for impairment of these accounts receivable. As of
31 December 2006, we had a provision for impairment of RMB711.3 million. Our Directors believe that the
provision for impairment of our Company is adequate to protect our normal business operations.
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The following table sets forth an aging analysis of trade and bills payable as of the balance sheet dates
indicated:

As of
As of 31 December 30 November

2004 2008 2006 2007

(audited) (audited) (zudited) (audited)
{RMB million)

Lessthanone year........ ... . e, 20,556.5 25,632.2 333532 389154
ONe to IWO YEATS .. .o uiitt e iiaaae i anaas 2,2779 30780 3,026.3 2,421.7
Two to three years . .. .. ... oot 782.2 8478 1,362.8 936.5
More thanthree years ........... .. ... it 464.9 431.5 508.3 592.5

24,081.5 29,9895 38,250.7 42.886.1

For purchases of raw materials, our suppliers typically grant us a credit period ranging from 90 to
180 days. As of 30 November 2007, our trade and bill payables of more than three years amounted to
approximately RMBS592.5 million, mainly consisting of undue long-term retention money payables.
Subcontracting charges are paid in accordance with the terms of the contracts governing the relevant
transactions which normally range from 45 to 60 days. Under the relevant contracts, we may be able to cxtend
our payment terms and require our suppliers and contractors to place retentions with us for a period of usually
one year. As of 31 December 2006, approximately 36.4% of our trade and hills payables were aged over 180
days. Nevertheless, there have not been any material disputes arising from the late payments of outstanding
balances under our contracts with suppliers or subcontractors. As of 31 December 2006, our trade and bills
payable increased by RMB8,261.2 million from RMB29,989.5 million as of 31 December 2005. The increase
was primarily because we were granted a longer credit period by our supplier due to the increase of our
business scale our outstanding credit standard. Our subsequent settlement of trade and bills payables as of
30 November 2007, including retention money payables, from 1 December 2007 to 31 December 2007
amounted to RMB7,852.8 miltion.

Retentions

We had retention receivables of RMB2,602.5 million, RMB3,475.7 million, RMB4,810.0 million and
RMBS,522.2 million as of 31 December 2004, 2005 2006 and as of 30 November 2007, respectively. We had
retention payables of RMBS585 million, RMB823 million, RMB738 million and RMB650 million as of
31 December 2004, 2005 2006 and as of 30 November 2007, respectively. Our subsequent settlement of trade
and bills receivables as of 30 November 2007, including retention money receivables, from | December 2007
to 31 December 2007 amounted to RMB35,211.5 million. Our subsequent settlement of trade and bills
payables as of 30 November 2007, including retention monecy payables, from 1 December 2007 to
31 December 2007 amounted to RMB7.852.8 million.

The following table sets forth the analysis of our retention money as of 30 November 2007:

Within 1 year  1to 2years 2 to 3 years
(RMB million)

Retention money receivable ..., ... .. e 4,135.7 635.3 213.2
Retention money payable .......... ... ... ... ... L 813.2 426.8 112.3

We usually maintain retention receivables and retention payables for a duration of one 1o six years. As
the retention receivables and retention payables are expected to be settled within our normal operating cycles,
they are classified as current assets and current liabilities for accounting presentation purposes. Retention
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receivables, and the corresponding retention payables, may be extended to up to five years for major customers
and customers with whom we have a long-term relationship, or due to longer contractual maintenance periods
for large-scale projects and extension of maintenance periods as a result of change in scope of work or repairs.
Retention receivables are interest-free and recoverable at the end of the retention period of the relevant
construction contract, which is usually one year. :

Prepayments, deposits and other receivables

Our prepayments, deposits and other receivables included advances to suppliers, prepayments and
deposits and other receivables. Advances to suppliers mainly represented advance payments to suppliers for
the purchase of inventories and advance payments to sub-contractors for sub-contracting work. Prepayments
mainly represented prepaid rental and insurance expenses. Deposits and other receivables mainly represented
bidding bonds, performance bonds and various deposits required for our business operations. Our prepayments,
deposits and other receivables increased from RMB15,765.8 million in 2004, to RMB18,443.9 million in 2005,
RMB21,585.4 million in 2006, and RMB27,408.6 miilion as of 30 November 2007, primarily because of the
increase in prepayments to our suppliers and the increase in bid deposits to customers, in response to the
enlarged operation scale.

Provision for supplementary pension subsidies and early retirement benefits

We paid supplementary pension subsidies to employees who retired prior to 1 January 2007. Pursuant
to the Restructuring, CRCCG has agreed to assume the liabilities of the supplementary pension subsidies of
the retired employees from | January 2007. Subsequent to 1 January 2007, we terminated the supplementary
pension subsidies plan for our employees who retired after 1 January 2007.

In the attempt to streamline our workforce and improve efficiency, we implemented an early retirement
plan, under which we compensate certain early-retired employees till they formally retire. Upon retirement,
they will be covered by government-sponsored retirement plans.

Our obligations in respect of the supplementary pension subsidies and early retirement benefits at the
balance sheet dates were computed by an independent actuary, Towers, Perrin, Forster & Crosby, Inc., Hong
Kong, whose actuartes are members of the Society of Actuaries of the United States of America, using the
projected unit credit actuarial cost method. As of 31 December 2004, 2005 and 2006 and 30 November 2007,
our provision for those obligations were RMB11,766.8 million, RMB11,614.7 million, RMB11,250.3 million
and RMB7,860.9 million, respectively. See Note 35 of the Accountant’s Report included Appendix 1 of this
Prospectus for more details.

Other payables and accruals

Other payables and accruals included advances from customers, accrued salaries, wages and benefits,
other taxes payable and others. Advances from customers mainly represented advances received from
customers for the construction contracts. Accrued salaries, wages and benefits mainly represented accruals of
salaries, bonuses, allowances, housing fund, social insurance and union and education funds. Other taxes
payable mainly represented business taxes and value-added taxes payable. Others mainly represented payables
to sub-contractors for payments made on behalf of our Company, deposits and performance bonds received
from sub-contractors, payables for the purchases of machinery and equipment and payables for repair and
maintenance expenses. As of 31 December 2004, 2005, 2006 and 30 November 2007, we had other payables
and accruals of RMB25,606.6 million, RMB33,002.8 million, RMB38,323.8 million and
RMB358,030.3 million. The increase in other payables and accruals was primarily because the increase in
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customer advances resulting from our enlarged operating scale. Qur advances from customers increased from
RMB13,327.5 million in 2004, to RMBI8,961.1 million in 2005, RMB22,023.2 million in 2006, and to
RMB35,931.6 million as of 30 November 2007.

Liquidity ratios

Our current assets divided by current liabilities, or current ratio, was 0.97, 0.99, 0.98, and 0.95 as of
31 December 2004, 2005 and 2006 and 30 November 2007, respectively. Our current assets after subtraction
of inventories divided by current liabilities, or quick ratio, was 0.91, 0.93, 0.92, and 0.89 as of 31 December
2004, 2005 and 2006 and 30 November 2007, respectively.

Our cash and cash equivalents (including pledged deposits) exceeded our total interest-bearing
borrowings during the Track Record Period, and therefore, we were in a net cash position. As of 31 December
2004, 2005 and 2006 and 30 November 2007, we had net cash of RMB4,957.3 million, RMB4,295.2 million,
RMB4,528.7 million and RMB946.0 millicn, respectively.

Indebredness
Borrowings

Our consolidated borrowings as of 31 December 2004, 2005 and 2006 and 30 November 2007 for the
purpose of calculating the indebtedness of our Company, were as follows:

As of
As of 31 December 30 November
2004 2005 2006 2007
{audited) (audited) (audited) (audited)
{RMB million)

Secured bank loans . . ... .. ... ... .. ... .. .. ... 164.7 290.5 265.6 1,027.9
CUmTent . . o 159.5 261.3 173.6 423.9
NON-CUITENE . . ottt e e i 5.2 29.2 92.0 603.9

Unsecured bank loans ............................... 8,583.1 12,262.3 16,5214 22,134.1
Current. ... 7,433.2 9,327.3 11,9843 16,650.8
Non-current . . ...t e e 1,149.9 2,935.1 4,5371 5483.3

Other borrowings ......... ... .. v iviiiiriinnnnan 264.4 3229 453.4 646.5
L1 5 =3 1) S 230.8 246.7 356.9 483.2
Non-current. .. ... ...t iinennn. 336 76.2 96.5 163.3

Corporate bonds .............. it — — —_ 1,992.3
L0V} ¢ 31| S P —_ — —_ 1,992.3
NoOn-CUTTENt . . .. i e e — —_ —_ _

Total ... e e 9012.2 12,8757 17,2404 25,800.7
L0011 ¢ <) (1 SO R 7,823.5 9.835.3 12,514.7 19,550.3
Non-curmrent. ... ...t i i 1,188.8 3,040.4 4,725.7 6,250.5

As of 30 November, 2007, we had other borrowings of RMB646.5 million, mainly from borrowers such
as non-banking financial institutions, including Beijing Trust & Investment Co. Finance lease payables are
also another main source of our other borrowings. As advised by our PRC legal adviser, Beijing Deheng Law
office, such other borrowings are not in breach of relevant PRC laws and regulations.

For the year ended 31 December 2004, 2005 and 2006 and the cleven months ended 30 November
2006 and 2007, the average interest rate of our Company’s interest-bearing loans and other borrowings was
4.86%, 6.70%, 6.17%, 5.93% and 6.58%.
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The maturity profile of interest-bearing borrowings of our Company as of 31 December 2004, 2005 and
2006 and 30 November 2007 was as follows:

As of
As of 31 December 30 November

2004 2005 2006 2007

(audited) {audited) (audited) (audited)
(RMB million)

Within one year ............c.oiiiiiriniiinaann. 7,823.5 98353 12,5147 19,550.3
Inthesecond year .......... .. ... .o iiiiiiiiiiin, 629.1 513.7 1,595.0 2,405.3
In the third to fifth years, inclusive .................... 413.9 2,002.8 1,852.5 2,063.2
Beyond five years .......... ... ... it e 145.8 524.0 1,278.2 1,781.9
Total .. e e e 9,012.2 12,8757 17,2404 25,800.7

Our gearing ratio was 80.2%, 83.2% and 82.4% as of 31 December 2004, 2005 and 2006, respectively.
Gearing ratio is derived by dividing total interest-bearing bank and other borrowings by total interest-bearing
bank and other borrowings and shareholders’ equity. As of the date of this Prospectus, all guarantees
previously provided by CRCCG Group and its subsidiaries to our Company have been released or withdrawn.

Our Directors are of the view that, other than as disclosed above, there has been no material change in
our indebtedness since 30 November 2007,
Commitments
Operating leases

We lease certain buildings under operating lease arrangements, with leases negotiated for terms
ranging from one to seven years. The terms of the leases generally require us to pay security deposits. Qur
future minimum operating lease payments under non-cancelable operating leases as of the date indicated are
set forth below:

As of
As of 31 December 30 November
2004 2005 2006 2007

(audited) (audited) (audited) {audited)
(RMB million)

Within one year ... i e 1.3 10.1 6.1 247
In the second to fifth year, inclusive .................... 24 4.1 2.5 8.5
Beyond five years .......... ... ... 0.2 0.0 — 1.8
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Capital commitments

In addition to the operating lease commitments, we had the following commitments as of the dates

indicated:
As of
As of 31 December 30 Norember
2004 2005 2006 2007
(audited) (audited) (audited) (audited)
(RMB miltion)
Contracted, but not provided for:
Property, plant and equipment ......................... 276.6 169.3 824.5 1,459.2
Intangible assets ... ... ... ... o i — —  1,784.1 1,216.2
Available-for-sale investment .......................... — 184.6 117.4 35.0
Authorized, but not contracted for:
Intangible assets .. . ... .. ... .. ., —_— — 28 36.4
Property, plant and equipment ......................... 0.3 10.4 319.7 —
Capital contributions to jointly-controlled entity .......... — — 70.0 —

Contingent liabilities

Pursuant to the agreement for the Restructuring entered into by the Company with CRCCG, except
for liabilities constituting or arising out of or relating to businesses undertaken by the Company after the
Restructuring, no other liabilities were assumed by our Company and our Company is not liable, whether
severally, or jointly and severally, for debts and obligations incurred prior to the Restructuring by CRCCG.
CRCCG has also undertaken to indemnify our Company in respect of any loss or damage incurred relating to
the core business prior to their transfer by CRCCG to our Company in the Restructuring, any loss or damage
suffered or incurred by our Company in relation to the novation of relevant contracts from CRCCG to the
Company and as a result of any breach by CRCCG of any provisions of the Restructuring Agreement. The
Company has also undertaken to indemnify CRCCG in respect of any damages suffered or incurred by
CRCCG as a result of any breach by our Company of any provision of the Restructuring Agreement. We
confirm that there has been no material change in our indebtedness and contingent liabilities since
30 November 2007.

Lawsuits and other proceedings

We were involved in a number of legal proceedings and claims against either the Company or the
subsidiary of the Company in the ordinary course of business. The provisions regarding these proceedings and
claims were approximately RMB12.0 million as of 31 December 2006, based on the best estimates of our
management. Sec “Business — Legal proceedings”.

Net Current Liabilities

Our net current liabilitics decreased from RMBI1,896.0 million as of 31 December 2004 to
RMB881.6 million as of 31 December 2005, but increased to RMB1,887.7 million as of 31 December 2006
and RMB6,490.3 million as of 30 November 2007. As a large construction company, our operations require
significant capital expenditures in purchasing machinery and equipments. In response to our business
development needs during the Track Record Period, our capital expenditures increased significantly, We
financed our capital expenditures through cash generated from our operations and both long-term and short-
term bank borrowings, which led to our net current liability position.
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Although we had net current liabilitics during the Track Record Period, we had unutilized banking
facilities of RMB117.4 billion as of 30 November, 2007 which was significantly in excess of our net current
liability positions as of the balance sheet date. We have not experienced and do not expect to experience any
difficulties meeting our obligations as they become due. We also intend to increase our share capital and adjust
the term structure of our borrowings as appropriate 1o further improve our working capital situation. The
following table sets forth our current assets and current liabilities as of the balance sheet dates indicated.

As of
As of 31 Decemtber 30 November
2004 2005 2006 2007
(audited) {auvdited) (audited) (audited)
(RMB millicn)
Current assets
Inventories ...........coiiiiiininnn... 4,010.7 4,565.9 5,994.5 7,889.7
Construction contracts. .. .......ooooon.. ... 13,126.5 23,1722 28,054.1 36,029.6
Trade and bills receivables . ............... 13,458.4 16,189.1 22,4303 26,692.0
Prepayments, deposits and other receivables 15,742.0 18,391.0 21,524.6 27,328.1
Cash and cash equivalents ................ 13,600.6 16,699.4 20,960.8 25,769.4
Other current assets. .. .........ccovnnen.. 1,573.6 1,904.5 3,088.4 5,407.3
Total current assets ........ovvvrnvnnnnennn. 61,511.8 30,922.2 102,052.7 129.116.1
Current liabilities
Trade and bills payables .................. 23,496.3 29,165.8 37,512.9 42,2359
Construction contracts.. . . ................. 5,995.1 8,977.3 14,408.9 13,959.8
Other payables and accruals .. ............. 25,203.1 32,765.6 38,048.5 57,699.8
Interest-bearing bank and other borrowings . . 7,823.5 9,8353 12,5147 19,550.3
Provision for supplementary pension subsidies
and early retirement benefits ............ 658.3 759.7 1,080.5 1,077.1
Other current liabilities .. ................. 231.5 300.2 375.0 1,083.4
Total current liabilities ..................... 63,407.8 81,803.8 103,940.4 135,606.3
Net current liabilities ...................... (1,896.0) (881.6) (1,887.7) (6,490.3)

Off-balance Sheet Arrangements

As of 30 November 2007, being the date of our most recent financial statements, we did not have any
off-balance sheet arrangements except for the contingent liabilities disclosed above.

Market risk

We are exposed to various types of market risks in the ordinary course of our business, including
fluctuations in interest rates and foreign exchange rates, inflation risk and changes in costs of raw materials.
We manage our exposure to these and other market risks through regular operating and financial activities.

Interest rate risk

Our exposure to the risk of changes in market interest rates primarily relates to our interest-bearing
borrowings. We regularly review and monitor an appropriate level of a mix of fixed and floating rate borrowing
in order to manage the interest rate risk. Qur interest-bearing assets such as cash and cash equivalents
currently exceed our interest bearing borrowings. We do not anticipate a significant impact resulting from
changes in interest rates, although our future interest income and interest expenses may fluctuate in line with
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changes in interest rates. We confirm that there has been no material change in the indebtedness and
contingent liabilities since 30 November 2007.

Foreign currency risk

QOur revenue and expenses are mainly predominated in RMB and over 90% of our financial assets and
liabilities are denominated in RMB. We use, however, foreign currencies to settle our invoices from overseas
operations, to settle our purchase of machinery and equipment from overseas suppliers and for certain
expenses. The Renminbi is not freely convertible into other currencies and conversion of the Renminbi into
foreign currencies is freely subject to rules and regulations of foreign exchange control promulgated by the
PRC government. In July 2005, the PRC government introduced a managed floating exchange rate system to
allow the Renminbi to fluctuate within a regulated band based on market supply and demand and by reference
to a basket of currencies. The PRC government has since made, and may in the future make, further
adjustments to the exchange rate system. When the Renminbi appreciates, the value of foreign currency
denominated assets will decline against the Renminbi.

Fluctuation in foreign exchange currency rate may adversely affect us by decreasing any revenues from
our sales which are denominated in foreign currency or increasing our borrowings which are denominated in
foreign currencies. See “Risk Factors — Risks relating to the People’s Republic of China — Changes in
foreign exchange regulations and future movements in the exchange rate of Renminbi may affect the financial
condition and results of operations of our Company and our ability to pay dividends”. The following table sets
forth the approximate change in our profit before tax and other components of equity in response to reasonably
possible changes in the foreign exchange rates against the Renminbi to which we have significant exposure at
the balance sheet dates during the Track Record Period:

Eleven months

ended
Year ended 31 December 30 November
2004 2005 2006 2007
(RMB million)

Effect on profit before tax
Increase in US dollarrate . .......... +3% 14.5 40.7 255 36.5
Decrease in US dollar rate .......... 1% (14.5) (40.7) (25.5) (36.5)
Increase in Eurorate ............... +5% (17.4) (16.6) (15.8) (35.5)
Decrease in Eurorate .............. —5% 17.4 16.6 15.8 35.5
Effect on other components of equity
Increase in Hong Kong dollar rate . ... +3% - (114) (18.6) (22.5) {14.8)
Decrease in Hong Kong dollar rate ... —3% 17.4 18.6 22.5 14.8

Credit risk

Substantially all of our cash and cash equivalents are held in major financial institutions located in
China, which our management believes are of high credit quality. We have policies that limit the amount of
credit exposure to any financial institutions. Because our major customers are state-owned enterprises and
PRC Government agencies at the national, provincial and local levels, our management believes that they are
reliable and of high credit quality and hence, there is no significant credit risk with these customers. In
addition, because our exposure is spread over a diversified portfolio of customers, there is no significant
concentration of credit risk.
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Our held-to-maturity investments consist of an entrusted loan to a PRC domestic company, PRC
government bonds and PRC corporate bonds. Available-for-sales investments and financial assets at fair value
through profit or loss primarily consist of securitics investment fund, shares of PRC listed and unlisted
companies and PRC government bonds. We do not have any investments in sub-prime loans. Therefore, there
is no drop in value of our investment portfolio due to sub-prime incident.

Liquidity risk

Qur liquidity is primarily dependent on our ability to maintain adequate cash inflows from our
operations to meet our debt obligations as they become due, and our ability to obtain external financing to
meet our committed future capital expenditure. With regard to our future capital commitments and other
financing requirements, we have already obtained approximately RMB176.5 billion banking facilities mainly
from various reputable commercial banks in the PRC. As of 30 November 2007, of which an amount of
approximately RMBS59.1 billion was utilized. As of 30 November 2007, as we still has unutilized banking
facilities of RMBI117.4 billion whereas the cash outflow of our Company from investing activities was less than
RMBI0 billion for each of the Track Record Period, after taking into account the expansion of the business
activities of our Company in the coming year, the Directors are of the view that we wiil not have any problem
to obtain sufficient financial resources from banks to meet its financial requirements within 12 months from
the date of this document. In addition, as most of the banking facilities of our Company were obtained from
various PRC reputable commercial banks, the Directors are also of the view that our unutilized banking
facilities will not be significantly affected by sub-prime lending issues which are currently hitting on certain
overseas commercial banks.

PROFIT ESTIMATE

We believe that on the bases as set forth below and in the absence of unforeseen circumstances as set
forth in Rule 11.17 of the Hong Kong Listing Rules, our estimated consolidated profit attributable to equity
holders of the Company for the year ended 31 December 2007 is expected to be not less than
RMB2,262 million under IFRS, including a significant gain on disposal of a subsidiary of RMB315.8 million
and the write-ofl of net deferred tax assets of RMBG600.2 million for the eleven month period ended
30 November 2007 as a result of reduction of income tax rate from 33% to 25% effective on 1 January 2008
according to the PRC Corporate Income Tax Law, which resulted in a decrease of RMB600.2 million in the
net profit of our Company.,

On a pro forma fully diluted basis based on the above profit estimate and assuming that (i) the Global
Offering had been completed and a total of 9,706,000,000 Shares were outstanding throughout the year ending
31 December 2007; and that (i) the Over-allotment Option will not be exercised, the estimated earnings per
Share on a pro forma diluted basis for the year ending 31 December 2007 would be RMBO0.233 (HK$0.254),
representing fully diluted price to earnings multiples of approximately 39.0 times and 42.1 times based on the
Offer Prices of HK$9.93 and HK$10.70 per Share respectively. The above calculation does not take into
account A Shares to be issued in the A Share Offering.

On a pro forma fully diluted basis based on the above profit estimate and assuming that (i) the
A Share Offering and the Global Offering had been completed and a total of 12,156,000,000 Shares were
outstanding throughout the year ended 31 December 2007; and that (ii) the Over-allotment Option will not be
exercised, the estimated earnings per Share on a pro forma diluted basis for the year ending 31 December
2007 would be RMBO0.186 (HK$0.203), representing fully diluted price to earnings multiples of
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approximately 48.9 times and 52.7 times based on the Offer Prices of HK$9.93 and HK$10.70 per Share
respectively.

Bases

The prospective financial information has been prepared based on the accounting policies consistent in
all material respects with those adopted by us as set forth in the Accountants’ Report included as Appendix |
to this Prospectus.

DIVIDEND POLICY

After completion of the Global Offering, our shareholders will be entitled to receive dividends declared
by us. The proposal of payment and the amount of our dividends will be made at the discretion of our Board
and will depend on our general business condition and stralegies, cash flows, financial results and capital
requirements, interests of our shareholders, taxation conditions, statutory and regulatory restrictions and other
factors that our Board deems relevant. Any dividend distribution shall also be subject to the approval of our
shareholders in the shareholders’ meeting.

Under the PRC Company Law and our Articles of Association, we will pay dividends out of our after-
tax profit only after we have made the following allocations:

® recovery of accumulated losses, if any;
® allocations to the statutory reserve fund equivalent to 10% of our after-tax profit; and

e allocations, if any, to a discretionary reserve fund approved by the shareholders in a shareholders’
meeting.

When the statutory reserve fund reaches and is maintained at or above 50% of our registered capital, no
further allocations to this statutory fund will be required. Our profit distributable for the above-mentioned
allocations and our dividend distribution shall be our after-tax profit as determined by PRC GAAP or IFRS,
whichever is lower.

All of our shareholders have equal rights to dividends and distributions in the form of stock or cash. For
holders of our H Shares, cash dividend payments, if any, will be declared by our Board in Renminbi and paid
in Hong Kong dollars.

On 30 November 2007, our sole sharecholder resolved that all of our shareholders will be entitled to all
of our distributable profits generated from | December 2007. However, due to the possible time difference
between our A Share Offering and the Global Offering, our sole shareholder further resolved that:

(i) if the date of the listing of our H Shares is within the three-month period after the date of the
listing of our A Shares, the shareholders of the Company, including A Share holders, CRCCG
and H Share holders, will be entitled to our distributable profits generated from 1 December
2007 to the date of the completion of the Global Offering;

(i) if our H Shares are not listed within the three-month peried after the date of the listing of our
A Shares, we will distribute our distributable profits generated from 1 December 2007 to the
then A Share holders and CRCCG pursuant 1o our dividend policy and the distribution proposal
as approved by our shareholders’ meeting.

Considering our present financial condition, we currently intend, subject to the above mentioned
limitations, and in the absence of any circumstances which might reduce the amount of distributable profits
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whether by losses or otherwise, to distribute to our shareholders not less than 25% of our distributable profits
for the years ended 31 December 2008 and 2009,

PRE-ESTABLISHMENT DISTRIBUTION AND SPECIAL DIVIDEND

In accordance with the “Provisional Regulation Relating to Corporate Reorganization of Enterprises
and Related Management of State-owned capital and Financial Treatment” (the “Provisional Regulations™)
issued by the MOF, which became effective from 27 August 2002, and the Restructuring Agreement entered
into between CRCCG and our Company, we are to make a distribution to CRCCG (the “Pre-establishment
Distribution™), our sole sharcholder prior to the initial offering of our A Shares, in an amount equal to the net
profit attributable to shareholders for the period from 1 January 2007 to 5 November 2007 (the date on which
our Company was incorporated).

In addition, pursuant to the resolution of a shareholders’ meeting dated 30 November 2007, our sole
shareholder, CRCCG, has resolved to make a special distribution to itself, as our sole shareholder, in an
amount equal to the net profit of our Company for the period from 6 November 2007, the date immediately
after the date on which our Company is incorporated, to 30 November 2007 (the “Special Dividend”). The
net profit of our Company for the Pre-establishment Distribution and the Special Dividend in aggregate will
be determined based on the audited accounts prepared in accordance with PRC GAAP for the eleven months
ended 30 November 2007, after giving effect to relevant necessary adjustments. The total aggregate amount of
the Pre-establishment Distribution and the Special Dividend is RMB2,423.9 million and will be paid to
CRCCG prior to the completion of our A Share Listing. We intend to pay the Pre-establishment Distribution
and the Special Dividend out of our internal financial resources. The Pre-establishment Distribution and
Special Dividend will be settled prior to the listing of our H Shares on the Hong Kong Stock Exchange.

The holders of H Shares are not entitled to share in the Pre-establishment Distribution or Special
Dividend. CRCCG is the only sharcholder entitled to the Pre-establishment Distribution and the Special
Dividend. In addition, any distributable profits available for distribution to our shareholders after the Global
Offering will exclude the Pre-establishment Distribution and the Special Dividend.

The Pre-establishment Distribution is required to be paid to CRCCG under regulations issued by the
MOF. We decided to distribute the Special Dividend based on our commercial discretion. You shouid not rely
on the Pre-establishment Distribution and the Special Dividend as an indication of our future dividends
distribution policy or practice.

DISTRIBUTABLE RESERVES

Our company does not have any available distributable reserve as of 30 November 2007.

UNAUDITED PRO FORMA ADJUSTED CONSOLIDATED NET TANGIBLE ASSETS

The following unaudited pro forma adjusted consolidated net tangible assets of our company have been
preparcd based on the audited consolidated net tangible assets of our company attributable to the equity
holder of the Company as of 30 November 2007 as extracted from the Accountants’ Report, the text of which
is set out in Appendix I to this Prospectus, and is adjusted as described below.

The unaudited pro forma adjusted consolidated net tangible assets of our company have been prepared
for illustrative purposes only and, because of their nature, they may not give a true picture of the financial
position of our company.
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The following unaudited pro forma adjusted consolidated net tangible assets of our company have been
prepared to show the effect on the consolidated net tangible assets of our company as of 30 November 2007 as
if the Global Offering had occurred on 30 November 2007.

Consolidated net
tangible assets
attributable to
equity holder of
the Company as
at 30 November

2007

Estimated net
proceeds receivable
by the Company
from the Global
Offering

Unaudited pro
forma adjusted
consolidated net
tangible assets of
our company
attributable to
equity holder of the
Company

Unaudited pro
forma adjusted
consolidated net
tangible assets per
share

{RMB thousand)'” (RMB thousand)'” (RMB thousand)'? RMB'' HKSY™

Based on the offer price of

HK$9.93 per Share (low-end) 3,715,961 14,887,291 18,603,252 1.92 208
Based on the offer price of

HKS$10.70 per Share (high-

end) ... 3,715,961 15,989,467 19705428 203 222
{1}  The consolidated net tangible assets attributable to equity holder of the Company as of 30 November 2007, was determined as

(2)

&)

(4)

(3)

follows:

RMB000
Audited consolidated net assets of our company as set out in Appendix 1 ... ... . ... o 4,934,976
Less: Minority interests 208,408
Consolidated net assets attributable to equity holder of the Company...........ccovvi i enn, 4,726,568
Less: Intangible assets 1,010,607
Consolidated net tangible assets attributable to equity holder of the Company 3,715,961

The estimated net proceeds from the Global Offering are based on the offer price of HK$9.93 per share and HK$10.70 per share
after deduction of the underwriting fees and other related expenses payable by the Company, and do not take into account of any
shares which may be issued upon the exercise of the Over-allotment Option. The estimated net proceeds from the Global Offering
are converted at the PBOC Rate from Hong Kong dollars into Renminbi at an exchange rate of HK$1 to RMB0.91631 prevailing
on 22 February 2008.

The unaudited pro forma adjusted consolidated net tangible assets per share are determined after the adjustments as described in
note 2 above and on the basis that 9,706 million shares (being the number of shares expected to be in issue immediately after
completion of the Global Offering, without taking into account of any shares which may be issued upon A Share Offering and any
shares which may be issued upon the exercise of the Over-allotment Option) are issued and outstanding during the entire year. If
the Over-allotrent Option is exercised in full, the adjusted net tangible asset per Share will increase. Had effect been given o the A
Share Offering in this calculation, the unaudited proforma adjusted consolidated net tangible assets per Share would have been
RMB3.11 or HK$3.39 based on the offer price of HK$9.93 per H Share and RMBS.00 per A Share and RMB3.41 or HK$3.72
based on the offer price of HK$10.70 per H Share and RMB9.08 per A Share. This calculation is based on the assumption that
2,450,000,000 new A Shares were issued in the A Share Offering and the resulting net proceeds (afier deduction of estimated
related fees and expenses payable by the Company} of RMB19.2 billien (based on offer price of RMB8.00 per A Share) and
RMRBZ21.7 billion (based on offer price of RMB9.08 per A Share)} from the A Share Offering.

Details of the valuations of our company’s properties as at 31 December 2007 are set out in “Appendix IV — Property Valuatton™ in
this Prospectus. The revaluation surplus or deficit of properties included in buildings held for own use, assets under construction,
land use rights, properties under development and completed properties held for sale will not be incorporated in our company’s
financial statements for the year ended 31 December 2007. If such revaluation surplus is incorporated in our company’s financial
statements for the year ended 3t December 2007, the annual depreciation charges would increase by approximately
RMBI105.2 million.

The translation of Renminbi into Hong Kong dollars has been made at the rate of RMB0.91631 to HK$1.00, the PBOC rate
prevailing on 22 February 2008. No representation is made that the Hong Kong dollar amounts have been, could have been or could
be converted to Renminbi, or vice versa, at that rate or at any other rates or at all,
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PROPERTY VALUE RECONCILIATION

Particulars of our property interests are set out in Appendix 1V to this Prospectus. Sallmanns (Far
East) Limited has valued our property interests as of 31 December 2007. A summary of values and valuation
certificates issued by Sallmanns (Far East) Limited are included in Appendix 1V to this Prospectus.

The table below sets forth the reconciliation of aggregate amounts of buildings from our audited
consolidated financial statements as of 30 November 2007 to the unaudited net book value of our company’s
property interests as of 31 December 2007:

RMB million
Net book value of our property interests as of 30 November 2007 ... ................... 13,050.3
A On . e e e 439.1
Depreciation . ... ... . .. (26.5)
DISPOSAl . .. e e e (41.1)
Net book value as of 31 December 2007 ... . ... ... . . 13,421.8
Valuation surplus as of 31 December 2007 .. ... .. .. .. e 3,429.8
Valuation as of 31 December 2007 per “Appendix TV — Property Valuation” .., ......... 16,851.6

DISCLOSURE UNDER RULES 13.13 TO 13.19 OF THE HONG KONG LISTING RULES

Our Directors confirm that as of the Latest Practicable Date, there were no circumstances which would
give rise to the disclosure requirements under Rules 13.13 to 13.19 of the Hong Kong Listing Rules had the
H Shares been listed on the Hong Kong Stock Exchange on that date,

WAIVERS IN RELATION TO RULE 4.04(1) OF THE HONG KONG LISTING RULES AND
EXEMPTION FROM STRICT COMPLIANCE WITH PARAGRAPHS 27 AND 31 OF THE THIRD
SCHEDULE TO THE COMPANIES ORDINANCE

According to Paragraph 27 of the Third Schedule to the Companies Ordinance, we are required to
include in this Prospectus a statement as to the gross trading income or sales turnover (as the case may be) of
our Company during each of the three financial years immediately preceding the issue of this Prospectus.

According to Paragraph 31 of the Third Schedule to the Companies Ordinance, we are required to
include in this Prospectus a report by our auditors with respect to profits and losses and assets and liabilities of
our Company in respect of each of the three financial vears immediately preceding the issue of this
Prospectus.

Pursuant tp Rule 4.04(1) of the Hong Kong Listing Rules, we are required to include in this
Prospectus the accountants’ report covering the results of our Company in respect of each of the three
financial years immediately preceding the issue of this Prospectus.

The accountants’ report for each of the three years ended 31 December 2006 and the eleven months
ended 30 November 2006 and 2007 has been prepared and is set out in Appendix I to this Prospectus.

An application has been made to the SFC for a certificate of exemption from strict compliance with
paragraphs 27 and 31 of the Third Schedule to the Companies Ordinance in relation to the inclusion of the
accountants’ report for the full year ended 31 December 2007 in this Prospectus on the ground that it would be
unduly burdensome for us to do so within a short period of time after 31 December 2007. A certificate of
exemption has been granted by the SFC under section 342A (1) of the Companies Ordinance.
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An application has also been made to the Hong Kong Stock Exchange for a waiver from strict
compliance with Rule 4.04(1) of the Hong Kong Listing Rules in relation to the inclusion of the accountants’
report for the full year ended 31 December 2007 in this Prospectus on the ground that it would be unduly
burdensome for us ta do so within a short period of time after 31 December 2007, and such waiver has been
granted by the Hong Kong Stock Exchange on the condition that listing of the shares of the Company on the
Hong Kong Stock Exchange will commence on or before 31 March 2008,

NO MATERIAL ADVERSE CHANGE

Qur Directors confirm that they have performed sufficient due diligence to ensure that, up to the date
of this Prospectus, there has been no material adverse change in our financial position or prospects since
30 November 2007 (being the date to which our Company’s latest consolidated audited financial results were
prepared) and there is no event since 30 November 2007 which would materially affect the information shown
in the Accountants’ Report set out in Appendix 1 to this Prospectus.
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FUTURE PLANS

See “Business — Cur business strategies” for a detailed description of our Company’s future plans.
g p p

USE OF PROCEEDS

We estimate that we will receive net proceeds of approximately HK$16,855.4 million from the Global
Offering, assuming that the Over-allotment Option is not exercised, after deducting the underwriting
commissions and other estimated offering expenses payable by us and assuming the initial public Otfer Price
of HK$10.32 per H Share, being the mid-point of the indicative Offer Price range set forth on the cover page
of this Prospectus. If the Over-allotment Opticn is exercised in full, we estimate that the additional net
proceeds to our Company from the offering of these additional H Shares will be approximately
HK$2,564.6 million, after deducting the underwriting commissions and our estimated expenses, assuming an
Offer Price of HK$10.32 per H Share.

We intend to use the proceeds from the Global Offering for the purposes and in the amounts set out
below:

e  Approximately 80%, or HK$13,484.3 million, is expected to be used primarily for the purchase of
equipment, primarily including equipment utilized in our railway and light rail infrastructure
construction projects, such as hydraulic rock drilling machines, tunnel boring machines, tunneling
backhoe loader, clectrification engineering machinery and track-laying machinery. Such
equipment will be used mainly for the Nigerian railway project, the North-South railway project,
Section II in Saudi Arabia and the Tel Aviv red-line light rail concession with the Isracli
Government. Other equipment includes equipment utilized in our highway construction projects,
such as road surface construction equipment, tamping machines and heavy-duty dump trucks.
Such equipment will be used mainly for the Algerian highway project and other potential overseas
projects in Southeast Asia and the Middle-East. We expect to complete the equipment purchase
in the future two to three years;

®  Approximately 10%, or HK$1,685.5 million, is expected to be used primarily for the construction
of a cement plant in Nigeria. The investment in the cement plant construction will supplement our
project contracting and support the expansion of our operations and ability to secure new contracts
in Nigeria, to help ensure smooth project execution. The construction period of this cement plant
is expected to be approximately two years, and the project is expected 1o operate in the third year
with expected production capacity of 2,500 tonnes per day, or 1 million tonnes per year; and

e  Up to 10%, or HK$1,685.5 millien, to fund our working capital.

To the extent that the net proceeds from the Global Offering are not immediately applied to the above
purposes, we intend to deposit the proceeds into short-term demand deposits with offshore financial
institutions and/or invested into offshore money market instruments. Proceeds from our H Share Offering will
not be remitted into or used to fund any projects or facilities in the PRC. To the extent that net proceeds
exceed our estimates, 90% and 10% of the excessive portion will be used to purchase equipment as well as for
our working capital, respectively.

307




FUTURE PLANS AND USE OF PROCEEDS

We will not use any of the proceeds of the Global Offering to fund activities that a U.S. corporation
would be prohibited from undertaking under sanctions administered by OFAC or under ILSA.

For details of the use of proceeds from our A Share Offering, see “Appendix V— The A Share
Offering”.
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HONG KONG UNDERWRITERS

Joint Lead Managers

Citigroup Global Markets Asia Limited

CITIC Securities Corporate Finance (HK) Limited

Macquarie Securities Limited (to be renamed Macquarie Capital Securities Limited on or around 3 March
2008)

Co-Lead Managers
DBS Asia Capital Limited
ICEA Securities Limited

Co-Managers

China Everbright Securities (HK) Limited
First Shanghai Securities Limited

Guotai Junan Securities (Hong Kong) Limited
Shenyin Wanguo Capital (H.K.) Limited
Taifook Securities Company Limited

VC Brokerage Limited

UNDERWRITING ARRANGEMENTS AND EXPENSES
Hong Kong Public Offering
Hong Kong Underwriting Agreement

Pursuant to the Hong Kong Underwriting Agreement, we are offering the Hong Kong Public Offer
Shares for subscription by the public in Hong Kong on, and subject to, the terms and conditions of this
Prospectus and the Application Forms at the Offer Price. Subject to the Listing Committee of the Hong Kong
Stock Exchange granting listing of, and permission to deal in, the H Shares to be offered pursuant to the
Global Offering as mentioned herein and to certain other conditions set out in the Hong Kong Underwriting
Agreement, the Hong Kong Underwriters have agreed severally and not jointly to subscribe or procure
subscribers for the Hong Kong Public Offer Shares which are being offered but are not taken up under the
Hong Kong Public Offering on, and subject to, the terms and conditions of this Prospectus, the Application
Forms and the Hong Kong Underwriting Agreement.

The Hong Kong Underwriting Agreement is conditional upon and subject to the International
Underwriting Agreement having been signed and becoming unconditional.
Grounds for termination

The obligations of the Hong Kong Underwriters to subscribe or procure subscribers for the Hong Kong
Public Offer Shares under the Hong Kong Underwriting Agreement are subject to termination, if, at any time
prior to 8:00 a.m. on the day that trading in the H Shares commences on the Hong Kong Stock Exchange:

(a) there develops, occurs, exists or comes into force:

(i) any new law or regulation or any change in cxisting law or regulation, or any change in the
interpretation or application thereof by any court or other competent authority in or
affecting Hong Kong, China, the United States, United Kingdom or Japan (each a
Relevant Jurisdiction); or
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(b)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

any change or development involving a prospective change or development in local,
national, regional or international financial, political, military, industrial, economic,
currency market, fiscal or regulatory or market conditions (including, without limitation,
conditions in stock and bond markets, money and foreign exchange markets and inter-bank
markets) in or affecting any Relevant Jurisdiction; or

any change or development in the financial markets in any Relevant Junsdiction or
generally in financial markets; or

any event or series of events in the nature of force majeure (including, without limitation,
acts of government, strikes, lock-outs, fire, explosion, flooding, civil commotion, acts of
war, acts of terrorism (whether or not responsibility has been ¢laimed) or acts of God) in
or affecting any Relevant Jurisdiction; or

any local, national, regional or international outbreak or escalation of hostilitics (whether
or not war is or has been declared) or other state of emergency or calamity or crisis in or
any Relevant Jurisdiction; or

(A) any suspension or limitation on trading in shares or securities generally on the Hong
Kong Stock Exchange, the New York Stock Exchange, the London Stock Exchange, the
Shanghai Stock Exchange, the Tokyo Stock Exchange or (B) a general moratorium on
commercial banking activities in any Relevant Jurisdiction declared by the relevant
authorities, or a material disruption in commercial banking activities or foreign exchange
trading or securities settlement or clearance services in or affecting any Relevant
Jurisdiction; or

any change or prospective change in taxation or exchange controls, currency exchange
rates or foreign investment regulations in any Relevant Jurisdiction adversely affecting an
investment in the H Shares, or

and which, in any such case and in the sole opinien of the Joint Global Coordinators (for
themselves and on behalf of the other Hong Kong Underwriters),

(A)

(B)

(C)

is or will be or is likely to be maternially adverse to, or materially and prejudicially affect,
the business or financial or trading position or prospects of the Company or its subsidiaries
as a whole; or

has or will have or is likely to have a material adverse effect on the success of the Global
Ofering or the level of Offer Shares being applied for or accepted or the distribution of
Offer Shares and/or make it impracticable or inadvisable for any part of the Hong Kong
Underwriting Agreement, the Hong Kong Public Offering or the Global Offering to be
performed or implemented as envisaged; or

makes or will or is likely to make it impracticable or inadvisable to proceed with the Hong
Kong Public Offering and/or the Global Offering or the delivery of the Offer Shares on the
terms and in the manner contemplated by the Prospectus; or

there has come to the notice of the Joint Global Coordinators or any of the Hong Kong
Underwriters:

(i)

that any statement contained in this Prospectus, the Application Forms, the Formal Notice
and any announcements in the agreed form issued by the Company in connection with the
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Hong Kong Public Offering (including any supplement or amendment thereto) was, has or
may become untrue, incorrect or misleading in any material respect; or

(ii) any matter has arisen or has been discovered which would or might, had it arisen
immediately before the date of the Prospectus, not having been disclosed in the
Prospectus, constitutes a material omissien therefrom; or

(iii) any of the representations, warranties and undertakings given by the Company in the Hong
Kong Underwriting Agreement is (or might when repeated be) untrue, incorrect or
misleading in any material respect; or

(iv} any event, act or omission which gives or may give rise to any material liability of the
Company, pursuant to the indemnities given by the Company under the Hong Kong
Underwriting Agreement; or

(v) any material breach of any of the obligations of the Company under the Hong Kong
Underwriting Agreement; or

(vi) any material adverse change or prospective material adverse change in the business,
propertics, results of operations, in the financial or trading position or prospects of the
Company or its subsidiaries, as a whole; or

(vii) any material litigation or claim being threatened or instigated against the Company or any
of its subsidiaries,

then the Joint Global Coordinators (for themselves and on behalf of the Hong Kong Underwriters) may, in
their sole discretion (and, in the case of paragraph (a) above, after consultation with the Company where
practicable) and upon giving notice to the Company, terminate the Hong Kong Underwriting Agreement with
immediate effect.

Undertakings to the Hong Kong Stock Exchange and the Hong Kong Underwriters
By Us

We have undertaken to the Hong Kong Stock Exchange and the Hong Kong Underwniters that no
further shares or other securities convertible into equity securities of our Company may be issued by us or
form the subject of any agreement or arrangement 1o an issue by us within six months from the date on which
our H Shares first commence dealing on the Hong Kong Stock Exchange (whether or not such issue of shares
or securities will be completed within six months from the commencement of dealing}), except:

(a) in certain circumstances prescribed by Rule 10.08 of the Hong Kong Listing Ruies; or

{b) pursuant to the Global Offering.

By CRCCG

CRCCG has undertaken to the Hong Kong Stock Exchange, the Hong Kong Underwriters and us that
it will not, and will procure that none of its associates or companies controlled by it or any nominee or trustee
helding in trust for it will, without the prior written consent of the Hong Kong Stock Exchange:

(a) in the period commencing on the date of this Prospectus and ending on the date which is six
months from the date on which dealings in our H Shares commence on the Hong Kong Stock
Exchange (the “First Six-month Period”), dispose of, or enter into any agreement to dispose of
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or otherwise create any options, rights, interests or encumbrances in respect of, any of the shares
or securities of our Company in respect of which it is shown by this Prospectus to be the
beneficial owner; and

(b) during the period of six months commencing on the date on which the First Six-month Period
expires, dispose of, or enter into any agreement to dispose of or otherwise create any options,
rights, interests or encumbrances in respect of, any of the shares or securities referred to in the
immediately preceding paragraph {a) above if, immediately following such disposal or upon the
exercise or enforcement of such options, rights, interests or encumbrances, it would cease to be a
controlling shareholder of our Company.

CRCCG has further undertaken to the Hong Kong Stock Exchange, the Joint Global Coordinators
and us that, within the period commencing en the date by reference to which disclosure of the shareholding of
CRCCQG is made in this Prospectus and ending on the date which is 12 months after the date on which
deatings in our H Shares commence on the Hong Kong Stock Exchange, it will:

(a) when it pledges or charges any shares or other securities of our Company in respect of which it is
the beneficial owner in favour of an authorized institution (as defined in the Banking Ordinance
(Chapter 155 of the Laws of Hong Kong) for a bona fide commercial loan, immediately inform
our Company of any such pledges or charges and the number of shares or other securities of our
Company so pledged or charged; and

(b) when it receives any indication, either verbal or written, from any such pledgee or chargee of
shares or other securities of our Company that such shares or other securities of our Company
will be disposed of, immediately inform us of any such indication.

We will also, as soon as we have been informed of the above matters (if any) by CRCCG, inform the
Hong Kong Stock Exchange and disclose such matters as soon as possible by way of a press notice published
in the newspapers, if required under the Hong Kong Listing Rules.

Undertakings to the Hong Kong Underwriters
By Us

We have, pursuant to the Hong Kong Underwriting Agreement, undertaken to each of the Joint Global
Coordinators and the Hong Kong Underwriters that except pursuant to the Global Offering (including
pursuant to the A Share Offering and the Over-Allotment Option) at any time after the date of the Hong
Kong Underwriting Agreement up to and including the date falling six months after the date on which
dealings in the H Shares commence on the Hong Kong Stock Exchange (“First Lock-up Period”), we will
not without the Joint Global Coeordinators’ prior written consent (subject to the requirements set out in the
Hong Kong Listing Rules):

(a) offer, pledge, charge, allot, issue, sell, contract to allot, issue or sell, sell any option or contract to
purchase, purchase any option or contract to sell, grant or agree to grant any option, right or
warrant to purchase or subscribe for, lend or otherwise transfer or dispose of, either directly or
indirectly, or repurchase, any of cur share capital or any securities convertible into or exercisable
or exchangeable for or that represent the right to receive such share capital; or

{b) enter into any swap or other arrangement that transfers to another, in whole or in part, any of the
economic consequences of ownership of our share capital,
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whether any of such transactions described in (a) or (b) above is to be settled by delivery of our share
capital or such other securities, in cash or otherwise or publicly announce an intention to effect any of the
foregoing, provided that the foregoing restrictions shall not apply to the issue of A Shares under the A Share
Offering or the issuc of H Shares by our Company pursuant to the Global Offering (including pursuant to the
Over-allotment Option). In the event of a disposal as described in (a) or (b} above of any H Shares or any
interest therein or any of our securities after the date falling six months after the date on which dealings in the
H Shares commence on the Hong Kong Stock Exchange, we will take all reasonable steps to ensure that such
an issue or disposal will not create an disorderly or false market for our H Shares.

Indemnity

We have agreed to indemnify the Joint Global Coordinators, the Joint Sponsors and the Hong Kong
Underwriters for certain losses which they may suffer, including losses arising from their performance of their
obligations under the Hong Kong Underwriting Agreement and any breach by us of the Hong Kong
Underwriting Agreement.

Commission and Expenses

The Hong Kong Underwriters will receive an underwriting commission of 2.5% of the aggregate Offer
Price payable for the Hong Kong Public Offer Shares initially offered under the Hong Kong Public Offering,
out of which they will pay any sub-underwriting commissions. For unsubscribed Hong Kong Public Offer
Shares reallocated to the International Offering, we will pay an underwriting commission at the rate applicable
10 the International Offering and such commission will be paid to the Joint Global Coordinators and the
relevant underwriters {but not the Hong Kong Underwriters).

Assuming an Offer Price of HK$10.32 per share (being the midpoint of the indicative offer price range
of HK$9.93 to HK$10.70 per share), the aggregate commissions and fees, together with Hong Kong Stock
Exchange listing fees, SFC transaction levy, Hong Kong Stock Exchange trading fees, legal and other
professional fees and printing and other expenses relating to the Global Offering, are estimated to amount in
aggregate to approximatety HK$750.5 million in total (assuming the Over-allotment Option is not exercised).
Such commissions, fees and expenses are payable by us.

Hong Kong Underwriters’ interest in our Company

Save as disclosed in this Prospectus and save for its obligations under the Hong Kong Underwriting
Agreement, none of the Hong Kong Underwriters has any shareholding interests in our Company or any other
member of our Company or any right (whether legally enforceable or not) to subscribe for or to nominate
persons to subscribe for securities in our Company or any member of our Company.

The International Offering

In connection with the International Offering, it is expected that we will enter into the International
Underwriting Agreement with the Joint Global Coordinators and the International Offering Underwriters on
or about 6 March 2008, shortly after the determination of the Offer Price. Under the International
Underwriting Agreement, the International Offering Underwriters would, subject to certain conditions,
severally and not jointly, agree to procure subscribers to subscribe for or purchasers to purchase, or faiting
which to subscribe for or purchase themselves, their respective applicable proportions of the International
Offer Shares being offered pursuant 1o the International Offering which are not taken up under the
International Offering.
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Restrictions on the Offer Shares

No action has been taken to permit a public offering of the Offer Shares, other than in Hong Kong, or
the distribution of this Prospectus in any jurisdiction other than Hong Kong. Accordingly, this Prospectus may
not be used for the purpose of, and does not constitute, an offer or invitation in any jurisdiction or in any
circumstances in which such an offer or invitation is not authorized or to any person to whom it ts unlawful to
make an offer or invitation.

In particular, the Offer Shares have not been offered or sold, and will not be offered or sold, directly or
indirectly, in the PRC.,

Stabilization and Over-allotment

Stabilization is a practice used by underwriters in some markets to facilitate the distribution of
securities. To stabilize, the underwriters may bid for, or purchase, the securities in the secondary market,
during a specified period of time, to retard and, if possible, prevent, any decline in the market price of the
securities below the offer price. In Hong Kong and certain other jurisdictions, the price at which stabilization
is effected is not permitted to exceed the offer price.

In connection with the Global Offering, Citi, as stabilizing manager (the “Stabilizing Manager™), or
any person acting for it, on behalf of the Underwriters, may over-allocate or effect short sales or any other
stabilizing transactions with a view to stabilizing or maintaining the market price of our H Shares at a level
higher than that which might otherwise prevail in the open market. Short sales involve the sale by the
Stabilizing Manager of a greater number of H Shares than the Underwriters are required to purchase in the
Global Offering. “Covered” short sales are sales made in an amount not greater than the Over-allotment
Option.

The Siabilizing Manager may close out any covered short position by either exercising the Over-
allotment Option to purchase additional H Shares or purchasing H Shares in the open market. In determining
the source of the H Shares to close out the covered short position, the Stabilizing Manager will consider,
among other things, the price of H Shares in the open market as compared to the price at which they may
purchase additional H Shares pursuant to the Over-allotment Option. Stabilizing transactions consist of
certain bids or purchases made for the purpose of preventing or retarding a decline in the market price of the
H Share